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EXTENSION  OF  EMERGENCY  UNEMPLOYMENT 
COMPENSATION 


THURSDAY,  FEBRUARY  18,  1993 

House  of  Representatives, 
Committee  on  Ways  and  Means, 

Washington,  D.C. 
The  committee  met,  pursuant  to  notice,  at  9:04  a.m.,  in  room 
1100,  Longworth  House  Office  Building,  Hon.  Dan  Rostenkowski 
(chairman  of  the  committee)  presiding. 
[The  press  release  announcing  the  hearing  follows:] 
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POR  IMMEDIATE  RELEASE  PRESS  RELEASE  #2 

WEDNESDAY,  FEBRUARY  10,  1993  COMMITTEE  OM  WAYS  AMD  MEANS 

U.S.  HOnSE  OF  REPRESENTATIVES 
1102  LONGWORTH  BOUSE  OFFICE  BLD6. 
WASHINGTON,  D.C.   20515 
TELEPHONE:   (202)  225-1721 

THE  HONORABLE  DAN  ROSTENKOWSKI  (D.,  ILL.),  CHAIRMAN, 

COMMITTEE  ON  WAYS  AND  MEANS,  U.S.  HOUSE  OF  REPRESENTATIVES, 

ANNOUNCES  A  HEARING 

ON  THE  EXTENSION  OF  EMERGENCY  UNEMPLOYMENT  COMPENSATION 

The  Honorable  Dan  Rostenkows)ci  (D. ,  111.),  Chairman,  Committee  on  Ways 
and  Means,  U.S.'  House  of  Representatives,  today  announced  that  the  Committee 
will  hold  a  hearing  on  the  Extension  of  Emergency  Unemployment  Compensation 
(EUC)  on  Thursday,  February  18,  1993,  at  9:00  a.m.,  in  the  main  Committee 
hearing  room,  1100  Longworth  House  Office  Building.   Because  so  little  time 
remains  before  the  expiration  of  the  authorization  for  new  EUC  claims  on 
March  6,  1993,  testimony  will  be  limited  to  invited  witnesses  only.   Other 
witnesses  are  encouraged  to  submit  their  testimony  in  writing. 

The  Federal  Emergency  Unemployment  Compensation  (EUC)  program  was  enacted 
in  November  1991  and  most  recently  extended  in  July  1992.   Currently,  it 
provides  additional  wee)cs  of  unemployment  compensation  to  wor)cers  who  have 
exhausted  their  26  weeJcs  of  regular  State  benefits.   Most  States  are  eligible 
to  pay  an  additional  20  wee)cs  of  EUC  to  wor)cers  who  have  exhausted  their 
regular  program  benefits,  but  certain  high  unemployment  States  are  eligible 
to  pay  26  wee)cs.   The  authorization  to  pay  benefits  to  new  EUC  claimants 
expires  on  March  6,  1993.   Old  claimants,  those  who  were  on  the  program 
before  this  expiration,  are  eligible  to  claim  their  remaining  entitlements 
until  June  19,  1993. 

In  announcing  the  hearing,  Chairman  Rostenkows)ci  said:   "Although  we 
have  seen  many  positive  economic  signs  recently,  job  growth  has  been 
disappointing,  and  long-term  unemployment  persists.   We  need  more  jobs.   But 
until  we  can  create  more  jobs,  the  long-term  unemployed  still  need  our  help. 
As  President  Clinton  has  proposed,  extending  the  emergency  program  through 
the  end  of  this  fiscal  year  will  provide  this  help.   In  the  meantime,  I  will 
be  wor)cing  hard  to  ensure  that  President  Clinton's  economic  stimulus  and 
long-term  deficit  reduction  pac)cages  succeed." 

DETAILS  FOR  THE  SUBMISSION  OF  WRITTEN  COMMENTS: 

Persons  submitting  written  comments  for  the  printed  record  of  the 
hearing  should  submit  at  least  six  (6)  copies  by  the  close  of  business, 
Friday,  February  26,  1993,  to  Janice  Mays,  Chief  Counsel  and  Staff 
Director,  Committee  on  Ways  and  Means,  U.S.  House  of  Representatives, 
1102  Longworth  House  Office  Building,  Washington,  D.C.  20515.   If  those 
filing  written  statements  wish  to  have  their  statements  distributed  to 
the  press  and  interested  public,  they  may  deliver  200  additional  copies 
for  this  purpose  to  the  Committee  office  on  the  evening  before  the 
hearing. 

FORMATTING  REQUIREMENTS; 

Each  stitement  presented  for  printing  to  the  Committee  by  a  witness,  any  written  statement  or  exhibit 
submitted  for  the  printed  record  or  any  written  comments  in  response  to  a  request  for  written  ccmmEnts  iriust 
conform  to  the  guidelines  listed  below.    Any  statement  or  exhibit  not  in  compliance  with  these  guidelines  will  not  be 
printed,  but  will  be  maintained  in  the  Committee  files  for  review  and  use  by  the  Committee. 

1.  All  statements  and  any  accompanying  exhibits  for  printing  must  be  typed  in  single  space  on  legal-size 
paper  and  may  not  exceed  a  total  of  10  pages. 

2.  Copies  of  whole  documents  submitted  as  exhibit  material  will  not  be  accepted  for  printing.     Instead, 
exhibit  material  should  be  referenced  and  quoted  or  paraphrased.    All  exhibit  material  not  meeting  these 
specifications  will  be  maintained  in  the  Committee  files  for  review  and  use  by  the  Committee. 

3.  Statements  must  contain  the  name  and  capacity  in  which  the  witness  will  appear  or,  for  written 
comments,  the  name  and  capacity  of  the  person  submitting  the  statement,  as  well  as  any  clients  or  persons,  or  any 
organization  for  whom  the  witness  appears  or  for  whom  the  statement  is  submitted. 

4.  A  supplemental  sheet  must  accompany  each  statement  listing  the  name,  full  address,  a  telephone  number 
where  the  witness  or  the  designated  representative  may  be  reached  and  a  topical  outline  or  summary  of  the 
comments  and  recommendations  in  the  full  statement.     This  supplemental  sheet  will  not  be  included  in  the  printed 
record. 

The  above  restrictions  and  limitations  apply  only  to  material  being  submitted  for  printing.     Statements  and 
exhibits  or  supplementary  material  submitted  solely  for  distribution  to  the  Members,  the  press  and  the  public  during 
the  course  of  a  public  hearing  may  be  submitted  in  other  forms. 

*    *    *    * 


Chairman  Rostenkowski.  The  committee  will  come  to  order. 

Grood  morning. 

Last  night,  we  heard  President  Clinton's  bold  plan  to  stimulate 
the  economy  and  promote  economic  growth  and  deficit  reduction. 

This  morning,  we  are  fortunate  to  have  the  Secretary  of  Labor, 
Mr.  Bob  Reich,  testify  on  the  need  to  extend  the  emergency  unem- 
ployment compensation  program.  Secretary  Reich  will  be  followed 
by  a  panel  representing  the  Interstate  Conference  of  Employment 
Security  Agencies,  the  AFL-CIO,  unemployed  workers,  and  the 
Citizens  for  a  Sound  Economy, 

On  March  6,  1993,  2  weeks  from  this  Saturday,  the  authorization 
for  new  claims  of  emergency  unemployment  benefits  expires.  Presi- 
dent Clinton  has  proposed  to  extend  the  authorization  through  the 
end  of  the  fiscal  year  and  phase  out  the  program  by  January  15, 
1994.  This  package  is  estimated  to  cost  about  $5.7  billion  in  fiscal 
year  1993  and  1994. 

We  have  seen  many  positive  economic  signs  recently,  but  job 
growth  has  been  meager  and  long-term  unemployment  persists. 
Clearly,  we  need  more  jobs.  I  plan  to  work  hard  to  insure  that 
President  Clinton's  economic  stimulus  package  generates  these 
jobs.  In  the  meantime,  I  hope  the  committee  and  the  Congress  will 
act  quickly  to  extend  benefits  to  those  who  have  borne  the  brunt 
of  this  disappointing  economic  recovery. 

I  would  like  to  yield  at  this  point  to  Bob  Matsui,  the  subcommit- 
tee acting  chairman. 

Mr.  Matsui.  Thank  you  very  much,  Mr.  Chairman. 

As  the  members  know,  the  Chairman  and  I  introduced  a  bill 
which  reflects  the  administration's  position  on  the  extension  of  the 
unemployment  benefits  yesterday.  The  bill  basically  will  be  a  7- 
month  extension,  along  with  the  addition  of  a  provision  to  allow 
States  to  profile  their  unemployed  workers.  It  is  essentially  a  clean 
piece  of  legislation. 

The  Chairman  indicated  it  is  a  $5.7  billion  package.  It  will  be 
under  an  emergency  declaration.  At  the  same  time,  it  will  not 
break  any  agreements  of  the  October  1990  budget  agreement,  be- 
cause it  will  be  within  the  separate  caps  of  the  separate  categories 
of  domestic  and  defense  spending. 

As  the  Chairman  indicated,  unemployment  is  still  high  in  Amer- 
ica. In  fact,  the  unemployment  rate  today  is  higher  than  it  was  in 
July  of  1990,  the  beginning  of  the  recession.  In  addition  to  that,  as 
many  of  us  know,  long-term  unemployment  has  increased.  In  fact, 
even  though  unemployment  is  going  down  slightly  in  America 
today,  if  you  look  at  chart  7,  which  is  on  the  members'  desks,  which 
is  a  Department  of  Labor  document,  the  exhaustion  rate  for  State 
programs  is  still  going  up.  The  trendline  of  those  people  that  have 
exhausted  their  benefits  is  on  an  upward  curve  and,  as  a  result  of 
that,  we  do  need  the  additional  extended  benefits. 

Long-term  unemployment  on  a  monthly  basis  is  approximately 
300,000  per  month. 

[The  chart  follows:] 
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Mr.  Matsui,  We  have,  as  many  of  us  know,  the  new  program,  the 
EB  program,  which  is  the  State  trigger  program.  No  State  of  the 
50  States  in  the  Union  has  adopted  it  as  of  yet,  and  that  is  why 
it  is  absolutely  essential  that  we  extend  the  EUB  program  at  this 
particular  time. 

If  I  may  just  conclude,  Mr.  Chairman,  by  making  one  further  ob- 
servation: Many  members  of  this  committee  have  indicated  that 
they  would  like  to  see  additional  structural  changes  in  the  pro- 
gram, and  I  know  the  Secretary  will  be  coming  up  with  changes 
over  the  next  few  months.  In  addition  to  that,  as  the  members 
know,  last  year  we  put  in  an  advisory  committee  that  is  due  to  re- 
port back  to  us  with  structural  changes  at  the  end  of  this  year,  and 
so  we  look  forward  in  the  subcommittee  to  making  changes  that 
will  be  required. 

Thank  you,  Mr.  Chairman. 

Chairman  ROSTENKOWSKI.  Thank  you. 

Mr.  Archer. 

Mr.  Archer.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  welcome  you  on  your  maiden  voyage  before  our 
committee.  Because  first  impressions  are  important,  I  guess  I  have 
got  to  apologize  to  you  for  finding  it  necessary  to  mar  our  first  offi- 
cial encounter  with  your  administration  by  strongly  opposing  the 
President  on  his  imemployment  insurance  proposal. 

I  sincerely  hope  that  I  can  be  more  helpful  in  the  future  when 
you  come  before  this  committee  with  proposals  to  reduce  the  deficit 
and  to  reform  health  care  or  welfare. 

President  Clinton's  speeches  during  the  campaign,  much  like 
those  of  your  writings,  Secretary  Reich,  from  the  past  emphasized 
the  importance  of  investment  for  the  health  of  the  American  econ- 


omy,  but  a  great  deal  of  Government  spending  is  disinvestment,  es- 
pecially if  the  spending  is  financed  by  expanding  the  deficit. 

I  am  going  to  be  interested  to  hear  your  explanation  for  the  ad- 
ministration's, at  least  what  appears  to  be  a  reversal  of  its  prior- 
ities. It  is  our  understanding  that  the  Clinton  administration  in- 
tends to  finance  this,  its  first  major  piece  of  legislation,  by  declar- 
ing an  emergency  and  increasing  the  Federal  deficit.  Quite  frankly, 
it  is  fair  for  us  and  all  Americans  to  wonder  whether  the  President 
was  serious  when  he  described  himself  as  a  new  Democrat,  one 
who  would  rather  cut  than  expand  spending,  one  who  would  rather 
cut  than  increase  taxes,  and  one  who  would  rather  cut  than  expand 
the  deficit. 

But  now  his  first  action  is  to  increase  spending  by  $5.7  billion, 
and  thereby  expand  the  deficit  by  $5.7  billion,  and  I  might  say 
those  are  CBO  numbers  which  he  referred  to  in  his  speech  last 
night  as  the  ones  that  he  would  follow. 

Perhaps  you  will  argue  that  at  least  President  Clinton  has  not 
expanded  unemplojrment  taxes  to  pav  for  these  benefits.  But  I  re- 
mind you  that  today's  unfinanced  benefit  is  tomorrow's  tax  in- 
crease, taxes  that  we  are  going  to  pass  on  to  our  children.  These 
future  tax  increases  which  will  be  required  to  replenish  the  fund 
in  future  years  do  not  show  up  anywhere  that  I  can  see  in  your 
cost  estimates. 

My  position  and  that  of  many  of  my  colleagues  has  been  consist- 
ent on  this  matter.  When  we  wrote  tne  1990  Budget  Act,  we  were 
concerned  about  the  emergency  provisions,  and  when  the  leader- 
ship of  this  committee  attempted  to  use  the  emergency  provisions 
to  pay  for  previous  increases  in  unemployment  benefits,  many  of  us 
opposed  the  bills,  not  only  because  they  violated  the  spirit  of  the 
Budget  Act,  but  also  because  they  increased  the  deficit. 

So  let  me  be  as  plain  as  I  might  be.  I  will  not  support  unfunded 
spending  expansions,  and  I  think  most  of  my  colleagues  at  least  on 
this  side  of  the  aisle  who  would  like  to  cooperate  with  you  agree 
with  me. 

As  if  increasing  the  deficit  is  not  reason  enough  for  opposing  this 
bill,  I  want  to  remind  my  colleagues  that  we  passed  legislation  less 
than  a  year  ago  that  makes  it  easier  for  States  to  extend  unem- 
ployment benefits.  Democrats  on  our  committee  were  very  pleased 
that,  as  they  put  it  at  the  time,  they  were  able  to  fix  the  extended 
benefits  problem  at  the  same  time  that  we  passed  an  increase  in 
temporary  benefits. 

I  would  welcome  an  explanation  about  why  the  new  extended 
benefit  program  is  suddenly  not  good  enough.  It  is  our  understand- 
ing that  23  States  could  trigger  either  13  or  20  weeks  of  benefits 
when  the  Federal  extended  benefits  program  runs  out  on  March  6. 

We  will  present  information  later  showing  that  almost  every  one 
of  these  States  has  positive  balances  in  their  unemployment  trust 
funds  and  balanced  State  budgets  for  both  1992  and  1993.  Whv  do 
the  States  not  use  this  shiny  new  program  to  provide  extended  ben- 
efits, half  of  which  would  be  paid  for  by  the  Federal  Government? 

Mr.  Reich's  presence  here  this  morning  provides  the  answer.  The 
States  were  betting  that  the  Clinton  administration  would  come 
galloping  in,  $4  trillion  Federal  deficit  and  all,  and  use  its  debt-cre- 


6 

ating  power  to  pay  100  percent  of  the  benefits,  rather  than  a  mere 
50  percent. 

Secretary  Reich,  you  are  proving  the  States  right,  that  they  are 
right  and  probably  not  for  the  last  time.  This  is  not  a  good  way  to 
start  an  administration  which  is  supposedly  committed  to  deficit 
reduction.  I  welcome  your  testimony  and  look  forward  to  the  ques- 
tioning period. 

Chairman  Rostenkowski.  Mr.  Santorum. 

Mr.  Santorum.  Thank  you,  Mr.  Chairman. 

I  also  want  to  welcome  Mr.  Reich  to  the  committee.  I  wEint  to 
echo  Mr.  Archer's  statement  that  I  would  like  to  work  with  him  in 
the  future  on  many  projects  in  the  subcommittee  that  I  know  we 
will  be  working  on. 

I  am  in  a  position  of  also  opposing  this  extension.  By  way  of 
background,  I  voted  for  all  three  extensions  that  became  law  last 
year  during  the  last  session  of  Congress.  I  support  extending  unem- 
ployment benefits  in  a  responsible  way.  I  agree  with  Mr.  Matsui 
and  the  Chairman  that  there  are  a  lot  of  people  in  need,  exhaus- 
tion rates  are  high,  and  there  is  a  very  good  case  to  be  made  for 
extending  benefits. 

But  I  thought  in  the  last  extension  that  we  passed  last  year  that 
we  fixed  this  problem,  that  we  changed  the  tri^er  mechanism, 
that  we  made  permanent  changes  in  the  extended  benefits  so  we 
wouldn't  have  to  go  through  this  situation  every  time  the  benefits 
were  exhausted.  We  gave  the  States  an  incentive  of  50-percent 
match  to  come  up  and  extend  benefits  in  States  that  were  needed. 
And  as  the  ranking  member,  Mr.  Archer,  just  mentioned,  23  States 
could  extend  benefits  today  under  the  emergency  benefits  program. 

From  the  numbers  I  have,  those  23  States  include  over  70  per- 
cent of  the  unemployed  people  in  this  country,  so  we  are  talking 
about  a  vast  majority  of  the  unemployed  people  in  this  country  in 
these  23  States  who  today  could  get  extended  benefits,  if  all  they 
do  is  opt  into  a  Federal  program,  a  rather  generous  one  that  pro- 
vides a  50-50  match.  Yet,  I  agree  with  the  ranking  member  that 
I  think  a  lot  of  these  States  were  counting  on  us  to  come  galloping 
in  and  extend  benefits  and  take  that  responsibility  out  of  their 
hands,  and  I  think  that  is  an  irresponsible  thing  to  do. 

When  I  had  the  opportunity  of  seeing  you  on  ''Nightline"  the 
other  night,  what  I  heard  on  'NightHne  and  what  I  am  hearing 
today  are  two  different  things.  You  said  that  the  American  people 
want  to  see  their  dollars  going  to  deficit  reduction  and  investment 
in  the  future.  You  said  we  are  not  investing  in  the  future,  we  need 
to  get  the  debt  down.  You  said  you  have  to  get  on  with  the  business 
of  cutting  the  deficit  and  investing  in  America.  These  are  all  dif- 
ferent quotes  throughout  your  interview. 

Yet,  the  first  thing  we  see  is  that  you  are  coming  in  asking  for 
more  deficits  and  investment  in  noninvestment.  I  found  out  last 
night  from  the  President's  speech  that  all  cholesterol  isn't  the 
same,  there  is  good  and  bad  cnolesterol.  Well,  last  ni^t  we  found 
out  all  Government  spending  isn't  the  same,  there  is  good  and  bad 
Government  spending.  There  is  good  Government  spending,  which 
is  investment.  That  is  long  term,  it  is  future  oriented  and  it  pays 
off  in  the  future  and 

Chairman  Rostenkowski.  The  gentleman's  time  is  expired. 


Mr.  Santorum.  I  will  be  finished  in  a  second — and  there  is  bad 
Government  spending,  when  that  means  that  you  consume  it  today. 
Well,  this  is  consuming  it  today  and  paying  for  it  later.  That  to  me 
is  not  the  kind  of  thing  that  we  should  be  doing,  and  I  hope  that 
we  can  reexamine  this  issue. 

Thank  you,  Mr.  Chairman. 

Chairman  RosTE^fKOWSKI.  If  there  are  no  further  requests  for 
time 

Mr.  Rangel.  Mr.  Chairman? 

Mrs.  Johnson.  Mr.  Chairman? 

Chairman  RosTENKOWSKl.  Mr.  Rangel. 

Mr.  Rangel.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  welcome  vour  presence  here  and  am  very  anx- 
ious to  work  with  you  to  make  certain  that  we  try  to  ease  some  of 
the  pain  that  millions  of  Americans  are  feeling  as  a  result  of  unem- 
ployment. 

I  asked  to  speak,  because  I  do  hope  that  after  we  speedily  sup- 
port you  and  the  President  with  this  short-term  measure,  that  we 
might  immediately  start  to  work  on  those  people  who  have  long  ex- 
hausted all  of  their  unemployment  insurance,  those  people  who 
lack  job  training,  those  people  who  have  been  forced  into  homeless- 
ness,  drug  and  alcohol  abuse,  and  those  people  who  want  so  badly 
to  be  a  part  of  our  work  force,  and,  yet,  when  we  talk  about  doing 
something,  somehow  they  seem  to  be  excluded. 

If  we  are  going  to  be  competitive,  if  we  are  going  to  be  produc- 
tive, we  just  CEinnot  look  at  one  department.  We  have  to  look  at  the 
entire  problems  that  we  face  as  a  Nation,  and  I  know  of  your  back- 
ground, your  experience  and  your  commitment,  and  I  do  hope  that 
a  task  force  can  be  put  together  to  make  certain  that  when  you 
talk  about  a  work  force  that  is  healthy  and  it  is  prepared  to  work, 
and  that  the  President's  message  last  night  can  become  a  reality 
for  all  of  America. 

Thank  you,  Mr.  Chairman. 

Chairman  Rostenkowski.  Mrs.  Johnson. 

Mrs.  Johnson.  Thank  you,  Mr.  Chairman. 

I  would  have  to  say  this  is  a  very  distressing  way  to  start.  It 
makes  a  mockery  of  the  President's  commitment  to  deficit  reduc- 
tion. The  one  real  strength  of  the  budget  summit  agreement  was 
that  it  really  forced  on  us  a  pay-as-you-go  discipline  and  the  cri- 
teria for  circumventing  the  pay-as-you-go  discipline  was  very  tough. 

To  start  right  out  by  being  unwilling  to  pay  for  new  benefits, 
frankly,  suggests  that  you  will  not  be  able  to  support  the  discipline 
that  will  be  necessary  to  adopt  those  150  cuts  that  the  President 
announced  last  night.  This  is  child's  play  relative  to  the  politics  of 
some  of  those  150  cuts. 

If  you  cannot  come  to  us  and  say  we  need  these  benefits  and  we 
have  to  pay  for  them — and  this  committee  in  closed  caucus  the  last 
time  was  willing  to  pay  for  the  benefits,  it  is  the  other  body  that 
wasn't — and  if  the  administration  doesn't  want  the  benefits  paid 
for  now,  frankly,  vou  are  starting  off  right  now  on  the  track  that 
will  weaken  your  hand  when  you  come  to  the  politics  of  those  150 
cuts. 

To  the  former  President's  credit  and  to  the  Democratic  leader- 
ship's credit,  that  budget  summit  agreement  forced  the  toughest 
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pay-as-you-go  discipline  on  it,  and  the  chairman  of  this  committee 
stood  behind  that  discipHne  with  a  ferocity  that  hardly  anyone  else 
in  the  Congress  reflected. 

To  start  off  as  our  first  act  to  circumvent  the  very  discipline  on 
which  the  whole  deficit  reduction  project  rests  is  deeply  distressing, 
and  you  ought  to  be  concerned  about  that,  because  it  is  going  to 
weaken  your  hand  as  you  come  to  us  and  say  the  public  interest 
matters,  the  long-term  problem  matters,  and  forget  the  fact  that 
we,  too,  cooperated  with  usual  round-the-bam  gamesmanship  in 
our  first  action. 

So  I  regret  that  you  are  starting  off  on  this  foot,  but  will  listen 
with  some  concern. 

Chairman  Rostenkowski.  Mrs.  Kennelly. 

Mrs.  Kennelly.  Thank  you,  Mr.  Chairman. 

Thank  you,  Mr.  Secretary,  for  coming  this  morning,  and  thank 
you  very  much  for  moving  so  rapidly  on  this  very  critical  issue.  It 
is  so  important  to  so  many  people  across  this  country. 

Mr.  Chairman,  I  ask  permission  to  put  a  statement  in  the  record. 

Chairman  Rostenkowski.  Without  objection,  it  is  so  ordered. 

[The  statement  of  Mrs.  Kennelly  follows:] 

Opening  Statement  of  Hon.  Barbara  B.  Kennelly,  a  Representative  in 
Congress  From  the  State  of  Connecticut 

Thank  you,  Mr.  Chairman.  I  am  pleased  that  we  are  moving  forward  on  this  ex- 
tension of  unemployment  benefits  at  this  time.  As  we  all  know,  hesitation  to  act  now 
will  have  very  serious  effects  on  many  of  our  constituents. 

This  extension  of  unemployment  benefits  is  especially  important  for  the  people  in 
my  home  State  of  Connecticut.  The  latest  figures  from  my  State  show  that  unem- 
ployment is  still  rising.  The  rate  in  Connecticut  is  now  7.4  percent.  This  means  that 
there  are  now  over  123,000  unemployed  in  the  State. 

I  join  my  colleagues  in  support  of  this  bill.  However,  I  also  urge  us  to  do  more. 
This  extension  shores  up  the  temporary  program  for  the  long-term  unemployed,  but 
the  permanent  unemployment  system  remains  broken.  Once  this  latest  temporary 
extension  expires  we  may  very  well  be  forced  to  go  through  this  extension  process 
again  in  several  months. 

To  fix  the  permanent  system,  we  need  to  build  on  the  reforms  to  the  extended 
benefits  program  we  enacted  last  year.  We  also  need  to  repair  the  basic  benefits  to 
the  unemployed  to  assist  those  who  receive  no  benefits  at  all.  Currently,  some  peo- 
ple are  denied  benefits  because  their  most  current  woik  experience  is  not  consid- 
ered, others  because  they  are  forced  to  leave  their  jobs  to  take  care  of  a  sick  family 
menober  or  child  care  arrangements  fell  through,  and  stiU  others  because  they  are 
simply  unaware  that  they  are  eligible  for  benefits. 

The  potential  for  economic  catastrophe  for  the  unemployed  is  too  great  to  risk  let- 
ting anyone  slip  throu^  cracks  of  this  system.  I  support  the  legislation  we  are  now 
considering,  and  urge  us  to  move  quickly  to  address  the  problems  of  the  system  as 
it  exists  today. 

Chairman  Rostenkowski.  Mr.  Secretary,  welcome  to  the  com- 
mittee. I  know  that  this  is  the  first  time  you  are  appearing  here 
as  Secretary  of  Labor,  and  we  are  looking  forward  to  working  with 
you  in  the  future.  Let  us  hope  this  is  the  last  time  you  will  have 
to  appear  before  this  committee  on  this  particular  matter. 


STATEMENT  OF  HON.  ROBERT  B.  REICH,  SECRETARY  OF 
LABOR,  ACCOMPANIED  BY  CAROLYN  GOLDING,  ACTING  AS- 
SISTANT SECRETARY  FOR  EMPLOYMENT  AND  TRAINING, 
U.S.  DEPARTMENT  OF  LABOR 

Secretary  Reich.  Thank  you,  Mr.  Chairman.  I  hope  it  is  the  last 
time  I  have  to  appear  before  the  committee  on  this  particular  mat- 
ter. 

Mr.  Chairman,  Congressman  Archer,  members  of  the  committee, 
I  am  absolutely  delighted  to  be  here.  This  is  not  the  circumstance, 
unfortunately,  given  the  unemployment  problems  we  have  in  this 
country  right  now,  given  the  sluggishness  of  the  recoverv  under 
which  I  am  delighted  to  be  here,  but  I  am  delighted  to  be  here, 
anyway,  in  a  personal  capacity. 

I  want  to  introduce  to  you  Carolyn  Golding,  who  is  sitting  next 
to  me,  who  is  Acting  Assistant  Secretary  for  Employment  and 
Training  in  the  Department  of  Labor.  Carolyn  will  be  answering 
every  question  that  I  cannot  answer.  She  has  agreed  to  that. 

I  also  want  to  thank  this  committee,  particularly  the  Chairman, 
also  Mr.  Matsui,  and  Mr.  Grephardt,  who  introduced  H.R.  920, 
which  parallels  the  request  that  the  President  made,  President 
Clinton  s  proposal  for  legislation  to  reauthorize  the  emergency  un- 
employment compensation  program. 

I  want  to  go  through  very  quickly  the  reasons  why  the  President 
is  urging  this  upon  tne  committee  and  try  to  answer  the  questions 
that  have  already  been  raised  as  to  why  I  am  here  at  this  time  ask- 
ing this  committee  to  proceed  in  this  wav.  The  President's  proposal, 
as  I  said,  does  parallel  the  legislation  tnat  has  already  been  intro- 
duced, H.R.  920. 

The  cause,  obviously,  is  urgent.  Less  than  3  weeks  from  today, 
nearly  1.8  million  jobless  Americans  risk  losing  their  shield  against 
financial  despair,  in  the  absence  of  rapid  action  to  preserve  that 
shield.  Extending  emergency  unemployment  compensation  imtil 
October  2  of  this  year  will  provide  Americans  with  the  breathing 
room  they  need  at  this  particular  point. 

This  package  also — and  I  want  to  brin^  the  committee's  attention 
to  this — this  package  also  contains  a  unique  new  twist.  It  includes 
an  initiative  to  identify  dislocated  workers  so  that  we  can  help 
them  find  jobs  in  less  time.  The  duration  of  ioblessness  will  be  less 
if  they  are  referred  directly  to  training  andf  employment  services, 
those  long-term  dislocated  workers — and  I  will  get  into  the  details 
with  the  committee. 

The  need  for  continuation  of  the  emergency  unemployment  com- 
pensation program  I  don't  think  can  be  disputed  at  this  time.  There 
is  evidence  that  the  economic  recovery  is  proceeding,  but  that  evi- 
dence begs  the  definition  of  economic  recovery. 

We  in  this  country  define  economic  recovery  in  terms  of  economic 
growth  overall.  We  do  not  define  it  in  terms  of  job  growth.  That  is 
Because  normally  economic  growth  parallels  job  growth.  That  is  not 
the  case  with  this  so-called  recovery.  This  is,  in  fact,  a  jobless  re- 
covery. That  sounds  like  an  oxymoron.  It  is  an  oxymoron.  Without 
jobs,  you  can't  have  a  genuine  recovery.  We  are  not  seeing  jobs 
come  Dack. 

The  most  recent  jobless  rate,  7.1  percent,  exactly  what  it  was  a 
year  ago,  higher  than  it  was  at  the  trough  of  this  recession.  With- 
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out  jobs,  you  can't  have  a  recovery  and,  therefore,  in  at  least  my 
terminology  we  are  not  in  a  recovery. 

The  total  unemployment  rate  was  6.9  percent  when  the  emer- 
gency unemployment  compensation  program  was  first  enacted.  It  is 
now  7.1  percent.  It  is  over  7  percent  for  14  consecutive  months. 

As  I  said,  the  January  unemployment  rate  dropped  slightly,  but 
was  still  a  disappointing  7.1  percent.  The  pace  of  job  growth  is  lag- 
ging, because  recessions  are  measured  in  GNP  growth.  The  econ- 
omy today  is  not  considered  to  be  in  a  recession,  out,  in  my  terms, 
it  is.  The  job  situation,  in  fact,  has  deteriorated.  The  total  unem- 
ployment rate  is  higher  now  than  at  the  trough. 

This  is  an  important  point.  The  rate  of  persons  exhausting  regu- 
lar benefits  is  20  percent  higher  and  the  average  duration  of  unem- 
ployment collection  is  more  than  15  percent  higher  now  than  it  was 
during  the  trough  of  the  official  recession. 

Can  this  really  be  a  recoveiy,  when,  in  fact,  the  rate  for  persons 
exhausting  their  regular  benefits  is  20  percent  higher  and  the  aver- 
age duration  of  unemployment  benefit  collection  is  more  than  15 
percent  higher  than  it  was  at  the  so-called  bottom  of  this  past  re- 
cession? 

The  number  of  discouraged  workers,  those  still  unemployed  but 
who  have  stopped  actively  looking  for  work  due  to  the  lack  of  job 
opportunity,  is  100,000  higher  now,  according  to  our  Bureau  of 
Labor  Statistics,  than  at  the  worst  point  in  the  recession. 

Again,  let  me  stress  with  you,  we  normally  measure  recoveries 
on  me  basis  of  economic  growth,  because  we  assume  that  economic 
growth  and  jobs  go  together.  This  is  not  the  case  this  time. 

Major  companies  like  IBM,  Sears,  and  General  Motors  have  re- 
cently announced  plans  to  lay  off  thoustmds  of  employees.  Hun- 
dreds of  thousands  of  other  workers  have  already  been  laid  off 
since  the  beginning  of  1991.  Many  of  those,  unlike  past  recessions, 
who  lost  their  job  in  this  recession  will  simply  never  be  rehired 
again. 

I  want  to  bring  the  com.mittee's  attention  to  this  graph  that  is 
just  behind  us.  This  graph  was  prepared  for  me  by  tne  Bureau  of 
Labor  Statistics.  It  shows  on  the  left  what  we  have  in  the  average 
for  the  four  prior  recessions  in  terms  of  the  number  of  workers  who 
expect  to  get  their  jobs  back  and  the  number  of  workers  who  con- 
sider themselves,  when  they  apply  for  vmemployment  insurance,  to 
be  permanently  dislocated. 

You  see  that  the  average  for  four  prior  recessions,  we  have  44 
percent  of  workers  on  layoff  who  were  expecting  recall.  This  time 
around,  the  recent  labor  market  contraction,  July  1990  to  June 
1992,  we  find  that  only  14  percent  of  workers  are  on  layoff  and  ex- 
pecting recall,  86  percent  of  them  consider  themselves  having  lost 
their  jobs  permanently. 

There  is  a  structural  change  going  on  in  the  economy,  given  a 
whole  variety  of  factors  we  coulof  talk  about.  But  again,  I  want  to 
underscore  my  theme  here,  if  you  define  recovery  in  terms  of  jobs, 
this  is  not  yet  a  recovery. 

About  3.5  million  people  in  the  United  States  collect  unemploy- 
ment benefits,  about  1.5  million  people  are  currently  receiving  ben- 
efits under  the  emergency  unemployment  compensation  program. 
The  rate  at  which  unemployed  workers  are  exhausting  their  regu- 
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lar  benefits  is  comparable  to  the  exhaustion  rates  experienced  at 
the  depths  of  the  1982-83  recession.  It  is  projected  that  an  average 
of  almost  250,000  to  300,000  unemployed  workers  will  exhaust 
their  benefits  under  State  law  each  month  for  the  next  6  months. 

The  economy  appears  to  be  improving,  but  there  still  are  millions 
of  jobless  Americans  who  want  to  work  to  support  their  families 
who  cannot  find  jobs.  Many  of  these  people  are  surviving  on  unem- 
ployment benefits,  which  often  are  the  only  source  of  sustensince 
and  hope  for  these  people. 

Now,  under  the  administration's  proposal,  no  new  claimants 
would  be  eligible  for  emergency  benefits  after  October  2,  1993. 
Those  in  the  program  prior  to  that  date  would  be  eligible  for  bene- 
fits until  January  15,  1994.  The  net  cost  of  this  extension  of  the 
emergency  unemployment  compensation  program  is  expected  to  be 
$3.2  billion  in  fiscal  year  1993,  the  remainder  of  fiscal  year  1993, 
and  $2.4  billion  in  fiscal  year  1994. 

I  want  to  put  these  numbers  into  context  for  you.  The  emergency 
unemployment  compensation  program  has  already  paid  out  $14.6 
billion  in  benefits  to  almost  5  million  claimants  over  the  past  few 
years,  as  we  have  seen  this  recession  take  hold. 

The  administration's  proposal  designates  expenditures  for  con- 
tinuing the  emergency  unemployment  compensation  program  as 
emergency  spending  exempt  from  the  pay-as-you-go  requirements 
of  the  Budget  Enforcement  Act.  I  want  to  speak  specifically  to  this, 
because  some  of  you  mentioned  this  in  your  opening  comments. 

This  legislation  is  clearly  appropriate.  The  cost  of  these  benefits 
has  been  factored  into  the  long-term  deficit  reduction  package  the 
President  announced  late  last  night,  but  we  are  in  need  of  a  stimu- 
lus in  the  short  term.  Given  where  we  are  in  this  recession,  the 
President  is  also  asking  Congress  to  take  up  a  fiscal  year  1993  sup- 
plemental with  a  stimulus  package.  This  is  a  part  of  the  stimulus 
package.  This  is  one  way  to  get  money  into  the  market  quickly,  ac- 
tually get  jobs  going. 

We  all  know  that  many  dislocated  workers  need  more  than  emer- 
gency unemployment  benefits  to  get  them  back  on  their  feet.  They 
may  need  counseling,  job  search  assistance  and  retraining  to  help 
them  find  new  and  better  iobs  in  less  time. 

This  is  why  our  proposal,  unlike  the  previous  proposals  for  exten- 
sions which  you  have  nad  before  the  committee,  adds  that  new  pro- 
vision. I  want  to  draw  your  attention  to  this,  because  this  is  actu- 
ally a  money  saver.  In  New  Jersey,  they  tried  this  and  it  actually 
saved  money.  It  is  a  program  to  encourage  the  States  to  profile, 
that  is,  identify  and  provide  iob  services  and  trsiining  assistance  to 
those  workers  who  are  likely  to  be  permanently  dislocated  very 
early  on  in  the  process.  Under  this  plan,  within  5  weeks  afler  the 
initial  claim  for  benefits  is  filed.  States  would  identify  workers  who 
appear  to  be  permanently  displaced,  those  who  fall  within  this  cat- 
egon^  are  then  referred  to  other  agencies  for  help. 

What  they  found  in  New  Jersey  is  that  this  actually  reduces  the 
amount  of  time  these  people  are  in  need  of  unemployment  insur- 
ance. The  New  Jersey  pilot  project  showed  that  if  you  simply  link 
long-term  unemployed  very  quickly,  as  quickly  as  you  possibly  can, 
those  likely  to  be  long-term  unemployed  with  job  search  and  train- 
ing assistance,  you  could  actually  reduce  the  number  of  weeks  they 
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are  on  unemployment  insurance  and  save  money  in  the  process. 
This  is  reinventing  government.  This  is  good  government  at  its 
best. 

The  goal  of  this  program  is  not  just  to  find  jobs  for  displaced 
workers,  but  to  help  them  find  good  jobs,  as  well,  high-paying  and 
stable  jobs.  The  plan  of  New  Jersey  is  indeed  a  plan  which  can  help 
us  get  there  nationwide. 

The  administration  is  requesting  $23  million  for  the  establish- 
ment of  this  particular  identifying  and  profiling  and  referral  sys- 
tem for  fiscal  years  1993  and  1994.  These  outlays  will  be  offset  by 
savings  in  benefits  and  increased  revenues  that  will  result  from 
quicker  reemployment  of  dislocated  workers. 

The  administration's  proposal  here  merits  quick  passage  by  Con- 
gress. It  combines  compassion  I  think  with  a  healthy  dose  of  com- 
mon sense.  It  not  only  provides  dislocated  workers  with  extended 
financial  support,  but  also  offers  real  assistance  in  putting  people 
back  to  work  quickly. 

I  want  to  commend  members  of  this  committee  for  acting  as 
swiftly  as  you  have.  Your  cooperation  is  enormously  appreciated, 
and  the  working  men  and  women  of  this  country  and  those  who  are 
on  unemployment  insurance  right  now  certainly  appreciate  the 
speed  with  which  this  committee  is  acting. 

This  concludes  my  prepared  remarks,  and  please  fire  away  with 
questions. 

Thank  you. 

[The  prepared  statement  follows:] 
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STATEMENT  OF 

SECRETARY  OF  LABOR 

ROBERT  B.  REICH 

BEFORE  THE  COMMITTEE  ON  WAYS  AND  MEANS 

U.S.  HOUSE  OF  REPRESENTATIVES 

FEBRUARY  18,  1993 

Chairman  Rostenkowski ,  Congressman  Archer,  Members  of  the 
Committee: 

I  am  pleased  to  be  here  this  morning  to  present  President 
Clinton's  proposal  for  legislation  to  reauthorize  the  Emergency 
Unemployment  Compensation  program.   The  cause  is  urgent.   Less 
than  three  weeks  from  today,  nearly  1.8  million  jobless  Americans 
risk  losing  their  shield  against  financial  despair,  in  the 
absence  of  rapid  action  to  preserve  that  shield.   Extending 
Emergency  Unemployment  Compensation  until  October  2  of  this  year 
will  provide  those  Americans  with  breathing  room  while  they  seek 
new  employment.   This  package  also  contains  a  unique  new  twist. 
It  includes  an  initiative  to  identify  dislocated  workers  so  that 
we  can  help  them  find  new  jobs  in  less  time.   It  aims  to  shorten 
the  duration  of  joblessness  at  the  same  time  as  it  softens 
unemployment's  financial  impact. 

The  Emergency  Unemployment  Compensation  program  provides 
workers  who  have  exhausted  their  regular  state  unemployment 
benefits  with  up  to  26  weeks  of  additional  emergency  benefits  in 
states  with  high  unemployment.   Workers  in  all  other  states 
receive  20  weeks  of  emergency  benefits. 

The  need  for  continuation  of  the  Emergency  Unemployment 
Compensation  program  can  hardly  be  disputed.   Although  there  is 
evidence  that  economic  recovery  is  at  long  last  underway,  it  is 
clear  that  serious  problems  still  exist  on  the  employment  front. 
The  facts  speak  for  themselves: 

The  total  unemployment  rate,  which  was  6.9%  when  the 
Emergency  Unemployment  Compensation  program  was  first 
enacted,  has  exceeded  7%  for  fourteen  consecutive 
months . 

The  January  unemployment  rate  dropped  slightly,  but  was 
still  a  disappointing  7.1%,  and  the  pace  of  job  growth 
is  lagging  well  behind  other  economic  recoveries. 

—   Because  recessions  are  measured  by  GNP  growth,  the 

economy  today  is  not  considered  to  be  in  a  recession. 
However,  if  recessions  were  measured  by  the  condition 
of  the  labor  market,  you  would  have  to  say  that  we  are 
still  in  a  recession.   In  fact,  the  labor  market  today 
has  deteriorated  from  the  conditions  at  the  trough  of 
the  official  1991  recession.   For  example: 

o  The  total  unemployment  rate  is 
higher  now  (7.1%)  than  at  the 
supposed  trough  of  the  recession  in 
1991  (6,9%) ; 

o  The  rate  for  persons  exhausting 
regular  benefits  is  20  percent 
higher  and  the  average  duration  of 
unemployment  benefit  collection  is 
more  than  15  percent  higher  now 
than  it  was  during  the  trough  of 
the  official  recession;  and 
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o  The  number  of  discouraged 
workers,  those  still  unemployed  but 
who  have  stopped  actively  looking 
for  work  due  to  the  lack  of  job 
opportunities,  is  100,000  higher 
now  than  at  the  worst  point  of  that 
recession. 

Major  companies,  such  as  IBM,  Sears,  and  GM  have 
recently  announced  plans  to  lay  off  thousands  of 
employees.   Hundreds  of  thousands  of  other  workers  have 
already  been  laid  off  since  the  beginning  of  the  1991 
recession. 

Unlike  past  economic  downturns,  many  of  those  who  lost 
their  jobs  in  the  recession  will  never  be  rehired  by 
their  former  employer.   These  dislocated  workers  must 
find  for  new  employment  in  different  industries.   In 
the  past  four  recessions,  44%  of  unemployed  workers 
were  on  temporary  layoffs.   In  this  recession,  only  14 
%  of  unemployed  workers  were  expected  to  be  recalled  by 
their  previous  employer.   The  struggle  of  the  so-called 
"structurally  unemployed"  is  made  even  more  difficult 
by  the  fact  the  number  of  jobs  in  traditional,  high- 
volume  industries  is  declining  due  to  technological 
shifts  and  foreign  competition. 

About  3.5  million  people  in  the  U.S.  collect 
unemployment  benefits.   About  1.5  million  people  are 
currently  receiving  benefits  under  the  Emergency 
Unemployment  Compensation  program.   The  rate  at  which 
unemployed  workers  are  exhausting  their  regular 
benefits  is  comparable  to  the  exhaustion  rates 
experienced  at  the  depths  of  the  1982-83  recession.   It 
is  projected  that  an  average  of  almost  250,000-300,000 
unemployed  workers  will  exhaust  their  benefits  under 
state  law  each  month  for  the  next  six  months. 

Even  though  the  economy  appears  to  be  improving,  there  are 
still  millions  of  jobless  Americans  who  want  to  work  to  support 
their  families  but  can't  find  jobs.   Many  of  these  people  are 
suffering.  Unemployment  benefits  often  are  the  only  source  of 
sustenance  and  hope  for  displaced  workers  and  their  families.   As 
a  nation,  we  have  a  moral  obligation,  as  well  as  an  economic 
interest,  to  help  these  families  stay  afloat  while  they  attempt 
to  find  their  places  in  the  economy. 

Under  the  Administration's  proposal,  no  new  claimants  would 
be  eligible  for  emergency  benefits  after  October  2,  1993.   Those 
in  the  program  prior  to  that  date  would  be  eligible  for  benefits 
until  January  15,  1994.   The  net  cost  of  this  extension  of  the 
Emergency  Unemployment  Compensation  program  is  expected  to  be 
$3.2  billion  in  FY  1993  and  $2,4  billion  in  FY  1994.   To  put 
these  numbers  in  context,  the  Emergency  Unemployment  Compensation 
program  has  already  paid  out  $14.6  billion  in  benefits  to  almost 
5  million  claimants. 

The  Administration's  proposal  designates  expenditures  for 
continuing  the  Emergency  Unemployment  Compensation  program  as 
emergency  spending  exempt  from  the  pay-as-you-go  requirements  of 
the  Budget  Enforcement  Act.   This  designation  is  clearly 
appropriate.   The  cost  of  these  benefits  has  been  factored  into 
the  long-term  deficit  reduction  package  the  President  announced 
last  night. 

We  all  know  that  many  dislocated  workers  need  more  than 
emergency  unemployment  benefits  to  get  them  back  on  their  feet. 
They  may  need  counseling,  job  search  assistance,  and  retraining 
to  help  them  find  new  and  better  jobs  in  less  time. 
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That  is  why  our  proposal  includes  a  new  twist  —  a  program 
to  encourage  the  states  to  profile  and  provide  job  services  to 
dislocated  workers.   Under  this  plan,  within  five  weeks  after  the 
initial  claim  for  benefits  is  filed,  states  would  identify 
workers  who  appear  to  be  permanently  displaced.   Those  who  fall 
within  this  category  would  be  referred  to  appropriate  local 
services,  which  may  include  counseling  on  how  to  search  for  jobs, 
prepare  resumes,  and  interview  for  job  openings,  and  to 
appropriate  job  training  programs  sponsored  by  the  Department  of 
Labor. 

The  goal  of  this  program  is  not  just  to  find  jobs  for 
displaced  workers,  but  to  help  them  find  good  jobs  as  well  — 
that  is,  high-paying  and  stable  jobs.   The  plan  is  based  on 
successful  demonstration  programs  in  New  Jersey  and  other  states. 
This  initiative  puts  people  first  by  empowering  dislocated 
workers  to  help  themselves  regain  employment  and  by  giving  them 
the  opportunity  to  obtain  the  skills  demanded  by  the  modern 
workplace. 

The  Administration  is  requesting  $23  million  for  the 
establishment  of  a  profiling  and  referral  system  for  FY  1993  and 
FY  1994.   These  outlays  will  be  offset  by  savings  in  benefits  and 
increased  revenues  that  will  result  from  quicker  re-employment  of 
dislocated  workers,  as  well  as  placement  in  better,  more  stable 
jobs.   In  the  New  Jersey  demonstration,  job  search  assistance 
alone  was  estimated  to  lower  government  costs  by  $134  per 
participant. 

The  Administration's  proposal  merits  quick  passage  by 
Congress.   It  combines  compassion  with  a  healthy  dose  of  common 
sense.   It  not  only  provides  dislocated  workers  with  extended 
financial  support,  but  also  offers  real  assistance  in  putting 
people  back  to  work  in  jobs  that  match  their  skills  and 
interests.   This  innovative  proposal  is  the  opening  salvo  in  our 
full-scale  effort  to  reduce  structural  unemployment  through  a 
comprehensive,  coherent,  and  effective  worker  adjustment  program. 
I  look  forward  to  working  with  the  members  of  this  Committee  in 
developing  and  implementing  this  program.   In  the  meantime,  I 
urge  Congress  to  enact  our  proposal  without  delay. 

This  concludes  my  prepared  remarks.   I  will  be  pleased  to 
answer  any  questions  you  may  have.   Thank  you. 


16 

Chairman  RosTE^fKOWSKI.  Thank  you,  Mr.  Secretary, 

Mr.  Secretary,  our  economy  has  regained  only  about  one-third  of 
the  jobs  lost  during  the  recession.  What  accounts  for  this  dis- 
appointing recovery  of  the  job  market? 

Secretary  Reich.  Mr.  Chairman,  it  is  even  worse  than  that.  The 
normal  recovery  you  would  see — again,  normal,  I  am  going  by  the 
average  in  the  last  four  recoveries — you  see  about  3.5  million  new 
jobs  from  the  trough  of  the  recession  through  the  recovery. 

Now,  since  March  of  1991,  we  have  seen  only  at  most  500,000 
jobs.  In  fact,  some  of  the  estimates  are  less  than  500,000  jobs.  In 
other  words,  we  are  3  million  jobs  short.  Now,  what  accounts  for 
this?  Well,  there  are  many  possible  causes.  One  cause  has  to  do 
generally  with  the  fear  among  companies  that  the  recovery  may 
not  be  here.  Remember,  we  had  two  false  dawns  before,  and  before 
companies  are  going  to  bring  on  additional  workers,  they  want  to 
make  sure  that  there  is  a  genuine  recovery. 

We  get  into  a  little  bit  of  a  chicken  and  egg  problem,  because, 
as  companies  fear  that  there  may  not  be  a  genuine  recovery,  they 
hold  back  from  hiring  more  workers,  they  use  their  current  work 
force  to  a  fuller  extent.  But  then  every  otner  company  is  also  fear- 
ing it  and  then  you  don't  get  a  real  jobs  recovery.  So  you  need  a 
little  bit  of  stimulus,  you  need  a  little  bit  of  pump  priming  to  get 
out  of  that  vicious  cycle.  That  is  what  the  stimulus  program  is  all 
about. 

Chairman  ROSTENKOWSKI.  Mr.  Secretary,  if  the  dislocated  work- 
er problem  really  seems  to  be  growing  and  the  recession  seems  to 
have  made  it  even  worse,  in  the  longer  term,  what  policies  will  you 
be  studying  to  alleviate  the  plight  of  dislocated  workers?  Will  you 
propose  major  reforms  of  the  unemployment  insurance  system? 

Secretary  Reich.  Mr.  Chairman,  as  the  President  indicated  last 
night,  one  of  the  aspects  of  his  proposed  long-term  economic  pack- 
age is  to  devote  more  resources  to  worker  retraining,  given  that  the 
plight  of  the  dislocated  worker  in  this  country  is  a  larger  and  larg- 
er problem. 

And  by  the  way,  it  is  not  just  trade  related,  it  is  not  just  the  pro- 
posed North  American  Free  Trade  Act,  many  people  are  concerned 
about  the  possibility  of  becoming  dislocated  workers.  But  you  also 
have  military  down-sizing,  you  also  have  technology,  technology  it- 
self is  causing  a  lot  of  dislocations.  You  now  have  automatic  teller 
machines.  Well,  automated  teller  machines  is  an  automated  step  in 
technology  advance,  but  that  means  fewer  bank  tellers.  Technology 
itself  is  causing  further  displacement. 

We  have  to  nave  a  comprehensive  national  program  for  retrain- 
ing and  continuously  retraining  our  people,  with  job  search  assist- 
ance, information  about  where  the  jobs  are,  and  that  has  to  be 
available  to  all  workers.  We  are  going  to  be  proposing  a  com- 
prehensive program  which  would  be  available  at  job  centers,  kind 
of  one-stop  shopping  for  all  particular  employees,  people  who  have 
been  dislocated. 

The  unemployment  insurance  system  does  need  a  fresh  look.  Re- 
member, the  unemployment  insurance  system  was  created  at  a 
time  when  our  major  problem  was  layoffs,  people  who  were  tempo- 
rarily dislocated.  Unemployment  insurance  was  designed  around 
the  idea  of  the  business  cycle.  People  were  temporarily  dislocated 
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during  the  business  cycle,  and  then  at  the  end  of  the  recession  they 
would  get  their  jobs  back.  That  is  what  unemployment  insurance 
was  all  about. 

Well,  I  think  we  do  need  to  seriously  revisit  the  fimdamental 
question  about  whether  that  is  the  biggest  problem  in  the  economy. 
Given  this  graph  that  I  have  behind  you,  you  see  the  permanently 
dislocated  worker  is  a  larger  and  larger  feature  of  the  economy. 
Unemployment  insurance  as  a  whole  may  or  may  not  be  reaching 
that  fundamental  problem. 

After  we  get  through  with  the  current  emergency,  I  would  invite 
any  ideas  that  £iny  member  of  this  committee  has,  and  I  look  for- 
ward to  working  with  you  all  on  that  longer  term  question. 

Chairman  RosTENKOWSKi.  Thank  you,  Mr.  Secretary. 

Mr.  Archer. 

Mr.  Archer.  Thank  you,  Mr.  Chairman. 

Thank  you,  Secretary  Reich,  for  your  presentation.  As  I  under- 
stand your  explanation  about  why  you  are  using  the  emergency 
provisions  is  that  you,  at  this  point,  want  to  deliberately  increase 
the  deficit.  That  runs  a  little  bit  contrary  to  many  of  your  writings 
in  the  past,  but  I  imderstand  times  can  change,  conditions  can 
change  and  that  you  are  not  going  to  be  wedded  to  some  of  the 
things  that  you  have  said  in  your  writings. 

Basically,  if  you  want  to  increase  the  deficit  at  this  point,  then 
I  suppose  this  is  an  appropriate  vehicle  for  your  proposal.  I  am  cu- 
rious, are  there  other  spending  programs  the  President  plans  to 
fund  by  using  the  emergency  provisions  in  the  Budget  Act,  to  your 
knowledge,  at  this  time? 

Secretary  Reich.  First  of  all.  Congressman,  let  me  put  this  into 
context.  It  is  the  President's  judgment  that  before  we  can  embark 
upon  the  long-term  plan,  which  includes,  as  you  know,  as  you 
heard  last  night,  major  spending  cuts  and  major  deficit  reduction, 
before  we  can  get  to  that  point,  we  have  got  to  make  sure  that  the 
economy  is  back  on  track.  The  economy  is  not  yet  back  on  track. 
That  is  a  long-term  economic  plan.  In  the  short  term,  we  have  got 
to  at  least  get  the  jobs  back,  so  that  there  will  be  a  short-term 
stimulus  program  created. 

A  stimulus  program  does  require  that  we  pump-prime  the  econ- 
omy. Now,  that  stimulus  program  will  be  paid  for  fully  in  the 
President's  long-term  plan.  There  are  other  aspects  to  the  stimulus 
plan  beyond  an  extension  of  unemployment  insurance,  and  I  could 
go  through  several  of  the  aspects  of  that  plan  with  you,  but  I  think 
the  point  is  that  the  stimulus  plan  is  necessary. 

There  is  going  to  be  about  a  $30  billion  total  stimulus  plan. 
Again,  I  want  to  emphasize  this  point:  We  need  to  get  the  economy 
back  on  track.  The  economy  is  not  yet  back  on  track.  Jobs  are  not 
yet  being  created.  We  are  not  yet  in  a  recovery  in  terms  of  a  genu- 
ine job  creating  recovery. 

Before  we  can  embark  upon  major  deficit  reduction  over  the  long 
term,  far  bigger  deficit  reduction  than  we  are  talking  about  with 
regard  to  the  stimulus,  before  we  can  embark  upon  a  major  pro- 
gram of  public  investment,  both  of  which  are  desperately  needed 
for  the  long  term,  we  have  got  to  at  least  get  back  on  track,  and 
then  we  improve  the  track. 


18 

Mr.  Archer.  Secretary  Reich,  you  mention  the  recovery  is  not  in- 
creasing jobs.  But  as  I  look  at  the  last  3  months  of  last  year,  we 
had  net  job  increases  in  every  one  of  those  3  months.  Now,  if  you 
want  to  look  back  to  ancient  history,  early  in  1992  or  in  1991,  you 
want  to  pick  a  peak  month  back  there  or  whatever  you  want  to 
look  at,  of  course,  you  can  do  that.  But  the  reality  is,  in  the  last 
quarter,  in  the  last  3  months  of  last  year,  in  each  succeeding 
month  there  was  an  increase  in  jobs,  a  net  increase. 

Secretary  Reich.  Congressman,  I  am  aware  of  that.  Again,  I 
want  to  draw  your  attention  and  the  other  members  of  the  commit- 
tee's attention  to  the  fact  that,  although  there  was  a  job  increase, 
we  are  approximately,  given  the  rate  of  job  increase  for  an  average 
so-called  "recovery,"  we  are  about  3  million  short,  given  the  22 
weeks  out  from  the  so-called  trough  of  the  recovery. 

I  also  want  to  again  emphasize  some  troubling  information,  that 
is,  it  troubles  me  with  regard  to  where  the  economy  is  right  now. 
Not  only  is  the  total  unemployment  rate  higher  than  it  was  just  at 
the  trough  of  this  recession  and  the  rate  of  persons  exhausting  reg- 
ular benefits  is  20  percent  higher  than  the  average  duration  of  un- 
employment benefit  collection.  It  is  22  percent  higher  and  the  aver- 
age duration  of  unemployment  benefit  collection  is  more  than  15 
percent  higher  now  than  it  was  at  the  trough. 

In  other  words.  Congressman,  if  you  compare  where  we  are  now, 
both  in  terms  of  unemployment  rates,  unemployment  durations 
and  also  exhaustions  of  unemployment,  with  where  we  were  at  the 
so-called  trough  of  the  recession  in  1991,  we  find  that  we  are  actu- 
ally worse  off. 

Now,  we  have  had  two  false  dawns  before  with  regard  to  this 
very  prolonged  recession.  I  don't  want  to  announce  or  cause  con- 
sternation in  this  committee  by  suggesting  that  this  is  another 
false  dawn.  I  think  that  there  are  a  lot  of  positive  economic  signs, 
but  we  are  not  in  a  positive  position  with  regard  to  jobs  yet.  There- 
fore, a  lot  of  people  are  hurting.  A  lot  of  people  need  an  extension 
of  emergency  unemployment  compensation,  and  there  is  also  gen- 
erally speaking  a  need  for  an  economic  stimulus  to  prime  the  pump 
and  make  sure  that  we  actually  get  the  economy  back  on  track. 

Mr.  Archer.  Secretary  Reich,  you  can  look  at  these  figures  any 
way  you  want  to  and,  of  course,  we  all  will  look  at  them  to  try  to 
serve  our  best  purposes.  But  it  is  a  fact,  is  it  not,  that  the  negative 
growth  in  the  economy  ended  in  March  of  1991?  We  had  two  quar- 
ters of  negative  growth  ending  in  March  of  1991.  In  January  of 
1991,  compared  to  January  of  1993,  we  have  1.1  milHon  new  jobs 
that  have  been  created.  We  have  1.1  million  people  working  today 
over  and  above  what  we  had  working  in  January  of  1991,  which 
was  the  trough  of  the  recession. 

Secretary  Reich.  Congressman,  again,  according  to  the  Bureau  of 
Labor  Statistics'  figures  that  I  have,  the  net  new  jobs,  net  new  job 
creation  since  the  trough  of  this  recession  in  March  of  1991  trails 
by  3  million  what  you  would  expect  from  a  recovery.  It  is  less  than 
500,000. 

Again,  I  don't  know  particularly  what  you  are  reading  from,  but 
I  think  the  general  point  is  this,  and  this  is  widely  agreed.  This  is 
not  a  matter  of  dispute  among  economists,  among  not  only  Govern- 
ment economists,  but  among  economists  out  there,  pointy-headed 
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intellectuals  and  economists  in  academe  and  others  who  are  ana- 
lysts on  Wall  Street.  There  is  virtually  no  dispute  about  this  fun- 
damental proposition. 

The  economy  in  many  respects  is  recovering.  There  is  good  news 
with  regard  to  economic  growth.  There  is  good  news  with  regard 
to  productivity.  But  there  is  bad  news  on  the  jobs  front.  Business 
Week's  issue  just  last  week  reinforced  what  everybody  knows,  jobs 
are  not  yet  coming  back.  And  the  long-term  problem  is  you  cannot 
have  a  recovery  and  you  cannot  have  a  sustainable  recovery  until 
jobs  begin  coming  back. 

Mr.  Archer.  Mr.  Chairman,  I  know  my  time  is  up,  but  I  did  not 
get  an  answer,  I  don't  believe,  to  the  specific  question  as  to  wheth- 
er at  this  time  you  plan  to  fund  any  other  programs  under  the 
emergency  provisions. 

Secretary  Reich.  Yes,  the  stimulus  package  in  terms  of  the  fiscal 
year  1993  supplemental  that  will  be  introduced  has  additional  pro- 
grams in  it.  This  is  one  among  many,  many  programs  or  among 
several  programs  that  will  be  introduced. 

One  that  I  am  very  close  to,  for  example,  is  a  program  concerning 
summer  jobs  for  tne  disadvantaged  youth.  The  President  an- 
nounced last  night  that  that  summer  jobs  program  would  be  adding 
$1  billion,  ideally.  It  is  his  proposal  to  make  sure  that  an  addi- 
tional almost  a  million  kids  got  off  the  street,  disadvantaged  kids, 
and  get  jobs  this  summer.  Those  are  kids  who  are  long-term  unem- 
ployed and  also  not  only  need  jobs  in  terms  of  being  trained  to  have 
jobs,  but  also  need  some  academic  enrichment  which  we  are  also 
going  to  provide.  Women,  Infants,  and  Children  and  Head  Start, 
there  are  other  aspects  to  the  stimulus  program. 

The  major  criteria  that  went  into  decimng  what  should  be  in- 
cluded in  the  stimulus  program,  the  major  criteria  were  getting 
jobs  as  quickly  as  possible,  but  also  getting  money  out  there  as 
quickly  as  possible,  helping  people  in  need  as  quickly  as  possible. 
These  were  all  criteria  that  we  felt,  and  I  dare  say  a  lot  of  the 
American  public  feels,  are  necessary  to  be  met  right  now 

Again,  the  short-term  program  of  getting  the  economy  back  on 
track  has  got  to  be  separated  from  the  long-term  challenge  of  im- 
proving that  track.  Once  the  economy  is  back  on  track,  that  is  not 
good  enough,  as  we  have  a  huge  debt,  $4  trillion,  a  rising  deficit, 
as  we  all  know,  and  we  have  a  failure  to  invest  in  the  future. 

To  make  sure  that  even  when  we  are  back  in  track,  that  track 
is  a  better  track,  that  that  track  is  an  upwardly  sloping  track  over 
the  long  term,  we  have  got  to  both  get  that  budget  deficit  down  and 
also  invest  in  the  future.  That  is  what  the  President's  address  was 
about  last  night.  This  program,  the  stimulus  program  is  simply  the 
beginning  of  that  longer  term  package. 

Chairman  Rostenkowski.  Mr.  Gibbons  will  inquire. 

Mr.  GffiBONS.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  support  the  legislation  that  is  before  us  and  my 
observations  are  kind  of  based  upon  the  fact  that  I  guess  I  have 
lived  through  more  recessions  than  anybody  here,  except  Jake 
Pickle. 

I  want  to  talk  about  something  that  I  have  recently  become 
aware  of,  and  that  is  the  fact  that  we  have  inadvertently  built  a 
lot  of  barriers  to  new  employment.  When  a  new  employer,  a  small 
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employer,  looks  at  hiring  someone,  he  first  exhausts  the  possibility 
of  working  his  existing  staff  overtime,  and  he  does  that  until  it  be- 
comes burdensome,  and  then  he  begins  to  search  for  new  employ- 
ees. 

But  employers  have  got  to  measure  that  burden  by  the  fact  that 
every  time  they  hire  a  new  person,  they  are  immediately  faced  with 
a  15  percent  payroll  tax,  they  are  immediately  faced  with  an  unem- 
ployment compensation  tax,  they  are  immediately  faced  with  a 
workmen's  compensation  tax,  they  are  faced  with  a  horrible  burden 
of  health  care.  And  I  hate  to  add  a  footnote  here,  but,  as  far  as  I 
know,  we  are  the  only  industrialized  society  that  ties  health  care 
to  employment,  a  rather  stupid  idea  and  one  that  is  really  working 
badly  against  new  employment.  And  then  we  have  some  other  so- 
cial costs  that  are  not  very  significant,  but  the  bill  we  passed  last 
week  adds  to  the  disincentive  to  hire  new  people. 

Now,  we  need  all  these  programs  for  unemployment  compensa- 
tion and  for  Social  Security  and  Medicare  and  health  care  and  all 
of  those,  but  it  seems  to  me  that  we  have  inadvertently  stacked  all 
of  this  against  the  person  who  is  seeking  a  job,  and  I  think  that 
if  we  change  the  way  we  collect  the  money  to  run  those  programs, 
we  will  remove  this  bias  against  hiring  new  people. 

Now,  I  realize  that  is  not  germane  to  what  we  are  talking  about 
here  this  morning,  but  I  would  just  like  you  to  think  about  it.  If 
you  would  like  to  respond,  I  would  be  glad  to  listen. 

Secretary  REICH.  Well,  I  would  like  to  respond.  Congressman,  in 
the  sense  that  small-  and  medium-size  business  have  been  the  en- 
gines of  job  growth  in  the  economy.  We  know  that.  We  say  that 
every  day.  Large  businesses  are  cutting  back.  Small  businesses  are 
struggling,  but  when  the  jobs  come  bacK,  it  is  very  likely,  if  present 
trends  continue,  those  jobs  are  going  to  be  coming  from  small  busi- 
nesses. 

President  Clinton,  in  the  package  that  he  presented  last  night, 
was  very  careful  to  point  out  that  small  businesses  have  a  special 
place.  He  is  proposing,  for  example,  a  capital  gains  tax  exclusion, 
a  50  percent  capital  gains  tax  exclusion  that  would  go  specifically 
to  the  benefit  of  small  startup  businesses,  with  regard  to  assets 
held  for  more  than  5  or  6  years.  He  is  proposing  an  investment  tax 
credit,  a  flat  investment  tax  credit  that  is  again  targeted  to  small 
businesses. 

Small  businesses  are  excluded  from  many  of  the  provisions  which 
would  be  tax  increases.  They  are  not  facing  an  increase  in  the  pro- 
posal of  corporate  tax  increases.  And  many  of  the  provisions  that 
the  Clinton  administration  has  already  supported,  for  example,  the 
Family  Medical  Leave  Act,  the  Family  Medical  Leave  Act  does  ex- 
empt small  businesses  fi^om  its  provision. 

So,  mindful  of  the  fact,  as  you  appropriately  pointed  out,  that 
small  businesses  are  the  engine  of  job  growth,  we  are  doing  every- 
thing we  possibly  can  to  support  small  businesses,  to  make  sure 
they  get  the  capital  they  need,  to  celebrate  small  businesses,  and 
also  to  relieve  small  business  from  many  of  the  burdens  that  they 
have. 

Let  me  also  add  one  final  point.  Health  care  costs  are  absolutely 
soaring  and  the  health  care  proposals  that  the  President  is  now 


21 

readying  and  will  be  proposing  to  Congress  will  ideally  benefit 
small  businesses  on  a  per  capita  basis  more  than  anybody  else. 

Mr.  Gibbons.  Thank  you.  I  would  just  like  to  have  you  think 
about  the  way  we  collect  these  taxes.  I  don't  advocate  doing  away 
with  the  programs,  but  I  think  the  way  we  collect  the  taxes  stacks 
it  against  the  person  getting  a  job  sooner  in  the  marketplace. 

Thank  you  very  much. 

Chairman  ROSTENKOWSKI.  Mr.  Rangel. 

Mr.  Rangel.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  this  legislation  is  going  to  ease  the  p£iin  for  mil- 
lions of  Americans  that  don't  know  what  their  future  holds  for 
them,  as  their  job  opportunities  appear  to  be  limited. 

In  the  last  12  years,  we  have  not  had  this  type  of  hope  that  has 
been  given  to  a  lot  of  people.  Many  lost  their  jobs,  found  them- 
selves on  welfare,  found  themselves  homeless  and  had  the  Amer- 
ican dreams  absolutely  shattered  for  them.  In  the  streets,  as  you 
well  know,  to  ease  the  pain,  they  have  turned  to  alcohol  and  drugs, 
and  in  many  cases  that  has  caused  problems  in  terms  of  crime. 

And  we  have  this  big  burden  on  America,  as  we  try  to  move  for- 
ward, which  the  Office  of  Management  and  Budget  said  that  if  you 
include  lost  productivity  and  lost  revenues,  it  is  costing  us  $300  oil- 
lion  a  year.  That  is  a  neck  of  a  pack  to  be  carrying  on  your  back, 
as  we  try  to  expand  the  economy.  It  is  complex,  but  I  am  confident 
that  it  has  taken  a  dozen  years  for  people  to  recognize  we  are  talk- 
ing about  Americans. 

I  don't  know  whether  it  is  your  shop,  because  it  is  great  to  have 
something  for  the  teenagers,  but  the  summer  will  be  over.  It  is 
good  to  talk  about  job  training,  but  in  many  cases  we  need  drug 
rehabilitation,  in  tne  first  instance.  Some  of  these  people  have 
never  been  exposed  to  work.  Do  you  bring  to  the  administration 
any  ideas  at  all  as  to  the  direction  that  we  should  be  going  to  tack- 
le this  problem,  which  not  only  saves  lives,  but  saves  billions  of  dol- 
lars? 

Secretary  Reich.  Congressman,  the  program  that  the  President 
is  presenting  is  a  program  that  deals  in  part,  only  in  part — this  is 
a  complex  problem  and  we  are  not  going  to  be  able  to  turn  it 
around  immediately,  there  is  no  magic  bullet — ^but  it  deals  in  part 
with  the  deep  distress  of  so  many  Americans,  particularly  in  our 
central  cities,  particularly  disadvantaged  Americans. 

Head  Start,  Women,  Infants,  and  Children,  the  school  to  work 
programs  for  young  people  who  are  not  going  on  to  college,  better 
policing,  better  emphasis  on  crime  control,  better  emphasis  on  drug 
control,  more  money  with  regard  to  all  of  these  problems  and 
money  directed  in  a  way — and  again,  we  went  through  that  money 
with  a  scalpel,  taking  programs  out  that  didn't  seem  to  work — 
money  directed  in  a  way  that  seems  to  have  the  greatest  positive 
return  on  investment,  like  Head  Start.  Study  after  study,  the 
Women,  Infants,  and  Children  program,  study  after  study  shows 
that  those  programs  work.  Why  not  fully  fund  them?  Why  not  help 
all  the  kids  you  can? 

With  regard  to  jobs,  we  find  that  even  Americans  who  are  work- 
ing full  time  these  days  are  not  staying  out  of  poverty.  The  most 
recent  figures  we  have  are  that  18  percent  of  full-time  American 
workers  are  still  under  the  poverty  line  for  a  family  of  three.  So 
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the  President  is  proposing  an  earned  income  tax  credit  which 
would  bring  those  lamiHes  up  to  at  least  above  the  poverty  line. 

Mr.  Rangel.  Mr.  Secretary,  if  I  may,  all  of  those  exciting  ideas, 
which  I  strongly  support,  are  preventive,  and  God  knows  we  need 
that  to  stop  the  hemorrhage.  I  am  trying  to  see  whether  or  not  you 
can  identify  which  office  will  have  tne  responsibility  to  try  to  sal- 
vage those  people  who  did  not  have  this  helping  hand  over  the  last 
dozen  years,  who  now,  when  you  are  talking  about  America's  recov- 
ery, truly  don't  believe  you  are  talking  about  them. 

Secretary  Reich.  Well,  I  can  tell  you  I  am  going  to  be  working 
very  hard  on  all  of  this.  Henry  Cisneros  is  going  to  be  working  ex- 
tremely hard.  Donna  Shalala  is  going  to  be  working  very  hard.  And 
we  consider  ourselves  to  be  a  team,  instead  of  one  person  having 
sole  responsibility,  all  of  us  have  responsibility. 

Mr.  Rangel.  I  hope  I  can  encourage  the  administration  to  put  to- 
gether a  task  force  using  the  talents  of  all  of  your  offices,  so  that 
we  can  have  a  concentrated  effort  to  get  at  this  problem. 

Thank  you  so  much,  Mr.  Secretary. 

Chairman  ROSTENKOWSKI.  Mr.  Grandy. 

Mr.  Grandy.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  realize  there  is  a  temptation  the  morning  after 
the  President's  State  of  the  Union  Address  to  have  a  far-ranging 
discussion  about  the  relative  salutary  effects  of  the  President's  pro- 
posal last  night.  But  I  want  to  zero  back  in  on  the  problem  before 
this  committee  today,  which  will  result  in  a  markup  about  2  hours 
from  now,  and  I  want  to  get  back  to  putting  our  eye  on  the  prize. 

The  question  before  this  committee  today  will  probably  not  be 
whether  to  raise  benefits,  because  that  will  probably  happen.  I 
think  the  argument  should  be  made  on  who  should  pay,  and  I  want 
to  read  you  a  couple  of  quotes  in  the  context  of  this  discussion. 

The  first  one  goes  as  follows: 

We  also  changed  the  mechanism  of  extension  of  benefits.  We  will  not  have  to  in 
the  future  recessions,  my  colleagues,  continue  to  amend  and  change  the  laws  in 
order  to  provide  benefits  for  people  who  richly  need  and  deserve  them. 

That  was  a  quote  by  Tom  Downey,  who  is  the  former  chairman 
of  the  Human  Resources  Subcommittee,  Mr.  Matsui's  predecessor, 
and  a  tartar,  when  it  came  to  making  unemployment  law  fair.  And 
I  know  that,  because  I  opposed  him  and  he  won,  and  what  he  won 
was  a  more  generous  trigger  for  extended  benefits  and  a  new 
threshold  to  calculate  unemployment  that  is  based  on  total  im em- 
ployment and  not  on  insured  unemployment.  We  disagreed  and  he 
prevailed. 

The  second  quote  says: 

Permanent  changes  in  the  extended  benefits  program  are  made  to  insure  that,  in 
the  future,  States  can  trigger  extended  benefits  during  times  of  economic  distress, 
without  congressional  action. 

That  is  a  statement  by  the  majority  leader  of  the  Senate,  George 
Mitchell. 

The  result  that  we  have,  sir,  is  that,  right  now,  the  21  States 
that  are  asking  for  this  assistance,  that  would  get  it  immediately, 
that  would  either  get  20  weeks  or  13  weeks,  have  almost  $16  mil- 
lion in  their  State  trust  funds  to  extend  extended  benefits.  There 
is  a  deficit  of  $340  million  in  the  UI  fund  fi-om  which  we  would  pull 
the  emergency  unemployment  compensation.  These  States  are  also 
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in  surplus  with  their  State  budgets.  According  to  Department  of 
Labor  figures  that  we  have,  the  State  budget  balance  for  the  21 
States  that  could  trigger  EB  in  1993  of  this  year  is  roughly  $1.7 
billion.  We  don't  have  to  remind  you,  of  course,  that  we  are  $327 
billion  in  the  red,  and  that  is  just  our  operating  deficit. 

So  my  question  is,  granted,  everything  you  said  about  the  timeli- 
ness and  the  need  and  the  necessity  of  changing  unemployment 
law  in  the  long  term,  which  I  concur  with,  the  eyes  on  the  prize 
today  have  to  oe  why  are  we  asking  the  Federal  Grovemment  to 
spend  money  which  the  States  already  have,  which  the  laws  have 
empowered  them  to  spend  and  which  only  one  State,  I  believe,  to 
respond  to  Mr.  Matsui's  comments  earlier,  I  believe  the  State  of 
Alaska  has  adopted  the  EB  benefit. 

If  there  is  pressure  to  move,  why  not  put  the  pressure  on  the 
States  first,  then  if  they  cannot  respond,  we  could  come  in?  But  at 
this  point,  we  are  essentially  telling  all  of  those  State  legislatures, 
don't  bother,  we  are  going  to  come  in,  override  the  EB  program  and 
extend  emergency  unemployment  compensation.  I  would  liKe  you  to 
address  that,  if  you  would. 

Secretary  Reich.  Congressman,  as  you  know,  at  least  my  infor- 
mation is  that  most  States  have  not  enacted  enabling  legislation 
with  regard  to  those  EB  benefits  as  yet. 

I  am  going  to  turn  the  floor  over  to  my  trusted  adviser  here, 
Carolyn  Golding,  who  deals  specifically  with  your  question  as  to 
why  they  should  not  or  why  they  have  not  done  that. 

Mr.  Grandy.  Thank  you. 

Ms.  Golding,  The  structural  changes  that  were  made  to  the  ex- 
tended benefits  program  last  year  offered  the  opportunity  to  States 
to  change  their  State  laws  and  adopt  the  optional  extended  benefits 
triggers. 

To  date,  it  may  be  that  Alaska  has  adopted  the  trigger  very  re- 
cently, but  no  State,  according  to  my  list,  has  adopted  it  yet.  The 
result  is  that,  although  we  believe  23  States  could  trigger  on  in 
1993,  no  States  have  passed  the  legislation  to  enable  tnem  to  do 
that.  That  means  that  if  the  emergency  unemployment  compensa- 
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Mr.  Grandy.  Ms.  Golding,  every  legislature  is  in  session  right 
now  and  every  State  on  this  list  that  supposedly  needs  the  help 
surely  is  aware  of  the  ongoing  structural  problems  that  the  Sec- 
retary alluded  to  in  terms  of  the  different  nature  of  unemployment. 
My  only  question  is,  we  passed  a  law  which  we  fought  over  vigor- 
ously that  basically  raised  the  threshold  of  calculation  of  unemploy- 
ment, so  more  people  are  covered  and  created  a  more  flexible  trig- 
ger for  States  to  use,  and  we  are  now  with  our  action  today  I  think 
essentially  saying  you  don't  have  to  do  it.  Uncle  Sam  will  come  in 
and  pick  up  the  difference.  We  don't  have  any  money  and  they  do. 
Now,  the  other  point  I  would  make — and  I  think  this  goes  per- 
haps to  the  Secretary's  concerns  about  long-term  unemployment 
changes — ^is  we  hold  this  money  here.  Perhaps  that  trust  fund 
should  sit  in  Des  Moines  and  in  Indianapolis  and  in  Sacramento. 
But  regardless  of  that,  if  this  is  an  emergency  situation,  certainly 
the  moral  suasion  of  the  White  House  and  the  Department  of 
Labor  should  be  used  to  get  the  States  to  move  in  first,  to  spend 
the  money  that  we  allowed  them  to  use.  Prior  to  the  enactment  of 
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the  law  last  Congress,  they  couldn't  get  at  the  money,  because  the 
triggers  were  too  tough.  That  is  my  only  argument  here  today. 
That  is  the  one  part  of  this  I  don't  understand,  and  I  hope  the  dis- 
cussion stays  on  that  issue. 

Secretary  Reich.  Well,  I  can  only  respond.  Congressman,  and  I 
can't  tell  you  why  individual  States  have  not  acted  to  provide  ena- 
bling legislation  with  regard  to  the  extended  benefit  legislation 
lower  tri^er  that  was  enacted.  I  simply  don't  know  the  reason  for 
that.  I  think  many  States  are  strapped.  I  know  that  many  States 
are  strapped. 

I  have  not  seen  particular  breakdowns  of  individual  States,  but 
I  can  tell  you  that  the  time  is  very  short,  and  I  don't  know  that 
I  would  advise  this  committee  to  wait  for  States  to  take  that  action 
between  now  and  March  6  with  regard  to  the  millions  of  people 
that  might  suddenly  find  themselves  without  extended  unemploy- 
ment benefits. 

Mr.  Matsui.  Mr.  Chairman? 

Chairman  RosTENKOWSKi.  Mr.  Matsui. 

Mr.  Matsui.  Thank  you,  Mr.  Chairman. 

I  want  to  thank  you,  Mr.  Secretary,  for  being  here  and  also  for 
coming  up  with  the  basis  for  this  legislation.  We  appreciate  it  very 
much. 

I  might  just  respond  to  Mr.  Grandy  here  by  asking  a  couple  of 
questions.  If,  in  fact,  the  States  triggered  and  then  did  receive 
some  benefits  under  the  State  fund,  isn't  it  correct  that  this  money 
is  all  part  of  a  larger  fund  that  would  increase  Federal  budget  defi- 
cits? 

If,  in  fact,  Mr.  Grandy  was  able  to  get  the  23  States  to  trigger, 
it  is  essentially  increasing  the  Federal  budget,  anyway,  just  as  we 
are  suggesting  in  this  other  approach  at  this  particular  time,  is 
that  correct? 

Secretary  Reich.  That  is  correct,  it  is  still  Government  money, 
it  is  still  public  money,  it  is  still  a  matter  of  stimulating  the  econ- 
omy, getting  money  to  people  that  need  the  money.  I  think  we  are 
talking  about  simply  different  mechanisms  for  doing  it. 

Mr.  Matsui.  Exactly,  and  in  terms  of  macroeconomic  policy 

Secretary  Reich.  A  macroeconomic  perspective  is  exactly  the 
same. 

Mr.  Matsui.  Absolutely. 

Secretary  Reich.  It  makes  no  difference  at  all. 

Mr.  Matsui.  Absolutely.  Let  me  say  that  I  really  appreciate  the 
fact  that  you  are  here,  because  those  that  oppose  this  bill  really 
again  will  demonstrate  the  fact  that  we  have  gridlock,  and  I  think 
that  the  President's  speech  last  night  and  I  think  the  American 
public  want  to  eliminate  gridlock  and  people  trying  to  add  barriers 
to  change  and  trying  to  move  forward  in  this  country. 

I  have  to  say  that  I  find  it  astonishing  that  anyone  would  even 
question  the  need  to  extend  these  benefits  at  this  time.  I  would 
have  to  believe — and  will  you  please  give  me  your  projections — that 
in  the  next  6  or  7  months,  you  are  going  to  see  the  people  that  ex- 
haust unemployment  benefits  go  below  200,000  or  maybe  150,000. 
Are  we  still  going  to  see  around  300,000  per  month  exhaust  their 
unemployment  benefits? 
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Secretary  Reich.  The  entire  purpose  of  the  stimulus  package  is 
to  get  the  economy  back  on  track,  and  actually  the  President  has 
talked  about  500,000  new  jobs  being  created.  We  want  to  get  the 
economy  back  on  track.  Obviously,  we  do  not  expect,  we  don't  an- 
ticipate, the  economy  should  not  oe  creating  the  level  of  unemploy- 
ment it  is  now  creating  and  the  demands  on  our  unemployment 
system  we  are  now  seeing.  But  in  the  interim,  we  can't  let  these 
people  sink. 

Mr,  Matsui.  Let  me  finally  ask  this:  Some  are  suggesting  that 
they  really  favor  this  program  and  they  want  to  favor  the  legisla- 
tion, except  they  have  a  different  way  to  pay  for  it,  because  we  are 
going  to  increase  the  deficit.  Of  course,  if  you  have  the  States  trig- 
ger, they  would  increase  the  deficit,  as  well.  Nevertheless,  I  guess 
it  is  rhetoric  that  we  are  talking  about  here. 

What  I  find  to  be  astonishing  is  that  those  people  that  claim  to 
support  the  extension  of  unemployment  benefits  haven't  come  up 
with  a  way  to  pay  for  it.  Do  we  suggest  perhaps  increasing  the 
FUTA  tax?  Do  we  suggest,  for  example,  decreasing  the  $7,000 
threshold  in  terms  of  the  cap?  Or  do  we  want  to  increase  rates? 

I  haven't  heard  anybody  on  the  other  side  of  the  aisle,  for  exam- 
ple, come  up  with  a  way  to  fund  this  other  than  the  way  we  are 
suggesting  here.  Have  you  had  any  inquiries  from  anyone  about 
any  other  funding  mechanisms,  Mr.  Secretary? 

Secretary  Reich.  No,  Congressman,  we  have  not.  Again,  at  this 
particular  point  in  a  jobless  recovery,  my  advice  would  be  to  fund 
it  in  precisely  the  same  way  we  are  recommending  and  your  legis- 
lation proposes. 

Mr.  Matsui.  And  the  reason  for  that,  of  course,  is  we  stay  under 
the  deficit  numbers  of  the  October  1990  agreement,  is  that  correct? 

Secretary  REICH.  Stay  under  the  deficit  numbers  of  the  October 
agreement,  that  is  right,  but  also,  importantly,  we  add  a  stimulus. 
We  get  money  into  the  economy  for  people  who  need  it  and  that 
has  a  multiplier  effect  that  contributes  to  getting  the  economy  back 
on  track. 

Mr.  Pickle.  Mr.  Matsui,  would  you  yield? 

Mr.  Matsui.  Yes,  I  yield. 

Mr.  Pickle.  I  want  to  ask  either  you  or  the  Secretary  a  question. 
Under  the  pendinjp;  extension  bill  before  us,  will  it  operate  under 
the  modification  of  the  1992  law  we  passed,  or  will  it  operate  under 
the  current  system,  since  the  two  differ?  Which  will  it  apply  to? 
Will  it  be  the  modification  of  the  1992  law,  or  will  it  be  the  current 
EB  law? 

Secretary  Reich.  My  understanding  is  that  it  would  be  a  modi- 
fication— we  are  talking  about  the  extended  unemployment  benefit 
bill.  This  would  be  a  modification  of  the  previous  bills  that  we  have 
had  on  extended  unemployment  benefits. 

Mr.  Pickle.  I  am  talking  about  the  1992  bill  or  the  current  ex- 
tended benefits.  The  1992  bill  has  some  different  features  than  the 
program  we  currently  operate  under. 

Secretary  Reich.  It  would  be  a  variation  on  the  current  emer- 
gency unemployment,  with  just  one 

Mr.  Pickle.  Mr.  Secretary 

Secretary  Reich.  Excuse  me.  Congressman — with  just  one  modi- 
fication, and  I  want  to  stress  this  modification,  because  it  is  very 
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important,  and  this  is  an  innovation  that  I  think  is  very  important 
that  is  going  to  save  Grovemment  money,  and  that  is  that  people 
who  are  unemployed,  after  5  weeks  of  unemployment  insurance, 
they  would  be  identified  by  the  unemployment  agency  and  they 
would  be  given  special  job  search  and  job  training  assistance,  not 
coerced,  they  would  be  given  that  assistance,  and  this  is  parallel 
to  the  bill  that  is  in  front  of  your  committee.  Again,  this  is  the  New 
Jersey  model.  This  actually  reduces  the  duration  of  unemployment 
benefits  overall. 

Chairman  Rostenkowski.  Mr.  Levin. 

Mr.  Levin.  Thank  you  very  much,  Mr.  Chairman. 

There  has  been  a  lot  of  rhetoric  here,  and  I  would  like  the  mem- 
bers of  the  minority  who  come  from  States  which  could  trigger  on 
to  tell  me  whether  they  think  there  is  going  to  be  action  by  March 
7  in  their  legislatures. 

Mr.  Santorum.  I  would  be  happy  to  answer  that  question.  I  hap- 
pened to  speak  with  a  State  Senator  last  night  about  it  and  they 
are  waiting  for  us  to  do  the  job  for  them. 

Mr.  Levin.  I  see.  Have  you  written  a  letter  to  the  Governor  and 
the  State  legislature  urging  action  by  them? 

Mr.  Santorum.  Have  not  done  so,  no. 

Mr.  Levin.  And  if  they  don't  act  by  March  7,  are  you  willing  to 
act? 

Mr.  Santorum.  I  guess  speaking  for  everybody  here 

Mr.  Levin.  No,  for  you. 

Mr.  Santorum.  I  will  speak  for  me,  and  what  I  would  suggest 
is  that  if  we  put  the  fire  on  these  people,  they  should  be  respon- 
sible, yes,  I  would. 

Mr.  Levin.  And  if  they  don't  respond? 

Mr.  Santorum.  If  they  don't  respond,  I  think  we  have  given 
them  the  opportunity  to  take  care  of  their  citizens,  and  if  they  don't 
do  it,  it  is  their  problem. 

Mr.  Levin.  Will  you  vote  that  way? 

Mr.  Grandy.  Will  the  gentleman  yield  to  me  at  that  point? 

Mr.  Levin.  The  fact  is  that  no  State  has  taken  action  and  I  don't 
know  of  very  many  members  here,  if  any,  who  have  written  their 
States  urging  that  they  take  action.  Also,  some  of  you  come  from 
States  which  cannot  trigger  on.  Are  you  going  to  vote  against  ex- 
tension of  benefits  where  your  State  legislature  doesn't  have  the 
option  to  trigger  on,  like  the  State  of  Michigan? 

Mr.  Grandy.  Will  the  gentleman  yield  to  me  on  that  point? 

Mr.  Levin.  I  would  be  happy  to  yield. 

Mr.  Grandy.  I  happen  to  come  from  one  of  those  States  that  cur- 
rently enjoys  4.5  percent  unemployment.  I  am  next  door  to  a  State 
that  enjoys  2.7  percent  unemployment  and  just  south  of  a  State 
that  has  3.1  percent.  I  would  ask  the  gentleman  why  should  we  go 
to  an  emergency  unemployment  compensation  that  provides  13 
weeks  to  those  States,  when  the  need  is  clearly  not  there?  If  you 
allow  the  EB  program  to  kick  in  State-by-State,  you  don't  nec- 
essarily have  to  include  a  lot  of  States  that  don't  need  it. 

Let  me  tell  you  that  if  the  State  legislatures  don't  know  what 
their  imemployment  rate  is,  they  shouldn't  necessarily  have  to  rely 
on  their  Congressmen  to  write  them. 
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Mr.  Levin.  Well,  I  think  Members  of  Congress  have  an  obliga- 
tion, if  they  think  their  States  should  trigger  on,  to  lean  on  their 
legislatures  and  not  then  say,  well,  tough,  there  are  hundreds  of 
thousands  of  workers  in  States  like  Pennsylvania  who  are  going  to 
trigger  off  unemployment  compensation,  unable  to  find  a  job.  It 
may  be  that  unemployment  is  2.5  percent  in  Iowa,  but  in  Michigan 
it  is  7  percent  plus,  and  because  our  unemployment  is  not  as  high 
as  it  was  a  year  ago,  we  are  not  able  to  trigger  on,  and  vou  are 
going  to  throw  those  people  out  on  the  street?  That  is  what  you 
would  do.  It  doesn't 

[Applause.] 

Chairman  ROSTENKOWSKI.  The  Chair  would  like  to  caution  our 
guests  that  demonstrations  in  the  chamber  are  not  allowed. 

Mr.  Levin.  You  know,  there  is  a  lot  of  rhetoric  here,  and  for 
those  of  you  who  don't  like  this  way  to  pay  for  it,  come  up  with 
some  alternative.  Be  specific. 

Let  me  just  say  a  word  to  the  Secretary  on  another  aspect.  I 
would  just  like  to  congratulate  you  for  what  you  call  in  your  testi- 
mony a  twist.  It  is  an  important  twist.  It  is  an  effort  to  help  dis- 
located workers  before  they  are  long-term  unemployed.  If  you  could 
just  finish  my  5  minutes  by  just  reiterating  or  stating  what  your 
hopes  are  in  terms  of  this  early  intervention  to  get  people  off  of  un- 
employment, and  onto  jobs. 

Secretary  Reich.  Congressman,  the  issue  that  is  both  a  tran- 
scending issue  here,  but  is  also  a  specific  issue  with  regard  to  this 
particular  legislation,  is  how  you  get  people  to  get  back  jobs.  Unem- 
ployment insurance  for  the  sake  of  unemployment  insurance  is  no- 
bodv's  goal.  The  goal  is  to  get  jobs  back  for  people  and  get  good  jobs 
back  for  people. 

The  new  provision  we  have,  the  innovation  here  is  a  provision 
which  would  enable  State  unemployment  insurance,  local  unem- 
ployment insurance  offices  to  identify,  after  5  weeks,  through  com- 
puter automation,  those  individuals  coming  from  industries  and 
also  self-identified  by  employers  and  themselves  as  likely  not  to  get 
their  jobs  back,  not  on  layoff. 

That  is  possible  now,  with  a  very,  very  little  amount  of  money. 
We  can  actually  give  all  States  the  ability  to  do  that,  and  once  you 
do  that,  once  you  enable  that  kind  of  identification  program  after 
5  weeks,  then  those  people  can  get  quickly  into  job  search  and 
training  programs  which  shorten  the  duration  of  their  unemploy- 
ment insurance,  their  unemployment  period.  This  to  me  is  good 
government  at  its  best,  because  it  means  Government  saves  money. 
You  are  actually  saving  money.  The  small  cost  of  this  identification 
program  is  much,  much  less  than  the  benefit  of  getting  people  off 
unemployment  faster,  but  at  the  same  time  you  are  providing  a 
service  to  people,  getting  them  training,  you  are  integrating  unem- 
ployment insurance  with  job  search  and  training  opportunities. 
That  integration  at  the  State  and  local  level  is  exactly  what  we 
need  more  of. 

Mr.  Levin.  You  are  so  right,  and  I  congratulate  you  on  searching 
to  link  the  unemployment  compensation  system  with  training  and 
retraining.  As  you  know,  it  has  been  a  long  interest  of  mine.  Wc 
have  got  to  do  more  than  that.  We  have  to  really  reform  the  unem- 
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ployment  compensation  system  which  was  tailored  for  days  when 
almost  everybody  who  was  laid  off  was  going  back  to  the  same  job. 

Thank  you  very  much. 

Chairman  Rostenkowski.  Mr.  Houghton. 

Mr.  Houghton.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  don't  want  to  belabor  this  States  issue,  but  in 
looking  at  the  figures  here  in  terms  of  the  trust  fund  balance — 
again,  there  is  a  very  funny  sort  of  accounting  process  here,  that 
the  trust  funds  aren't  there  separated  and  available  to  be  used; 
thev  are  really  owned  by  the  Federal  Government  or  considered 
Federal  funds. 

But  if  you  would  consider  that  trust  fund  valid,  all  but  three  of 
the  States  have  surpluses  in  them  available,  according  to  contract, 
ready  to  be  tapped.  Why  isn't  it  a  good  idea  to  ask  them  to  do  what 
was  originally  set  up?  I  wasn't  on  the  committee  at  that  time.  Why 
isn't  it  a  good  idea  to  do  that? 

The  second  thin^  is  this:  I  don't  believe  any  of  us  in  this  room 
think  it  is  a  bad  idea  to  help  those  people  who  don't  have  jobs. 
Clearly,  this  is  something  of  extreme  importance  and  humaneness 
and  01  concern  to  everyone.  I  think  the  issue  really  is:  this  is  the 
Ways  and  Means  Committee  and  the  question  is  what  are  the  ways 
and  the  means,  not  just  to  providing,  but  of  paying  for  those. 

So  you  say  in  your  statement  that  the  cost  of  these  benefits  has 
been  factored  into  the  long-term  deficit  reduction  package  the 
President  announced  last  night.  Maybe  you  could  be  a  little  more 
specific  on  this,  because  this  ultimately  is  going  to  come  back  to 
this  committee. 

Secretary  Reich.  Two  points.  Congressman,  one  with  regard  to 
the  urging  of  States — again  back  to  the  question  we  were  talking 
of  before — urging  States  to  enact  enabling  legislation  with  regard 
to  the  extended  benefits.  I  cannot  speak  for  States.  Obviously,  I  am 
not  an  expert  on  what  trust  funds  are  available  under  what  condi- 
tions. I  can  tell  you,  though,  and  I  can  restate  the  obvious,  that  on 
March  6 — it  is  February  1& — on  March  6,  those  emergency  ex- 
tended unemployment  benefits  run  out  and  an  awful  lot  of  people, 
over  a  million  people  are  not  going  to  have  them,  unless  this  com- 
mittee acts. 

Number  two,  your  point,  the  broader  point  about  the  President's 
economic  plan,  I  can  say  that  there  are,  over  the  next  4  years,  $250 
billion  of  spending  cuts — and  if  we  had  time,  I  could  go  through 
them  with  you,  I  have  them  right  here — there  are  also  approxi- 
mately the  same  amount  of  revenue  increases,  tax  increases  over 
4  years,  and  that  gives  you  $500  billion. 

Of  that  $500  billion  over  4  years,  of  every  $3  from  that  $500  bil- 
lion, $2  is  going  to  go  to  deficit  reduction.  You  have  $160  billion 
going  to  investments  in  the  future,  public  investments,  the  kinds 
of  things  we  should  be  doing  and  we  are  not  doing,  other  countries 
are  doing,  but  two-thirds  of  that  sum  is  going  to  deficit  reduction, 
is  earmarked  directly  for  deficit  reduction. 

So  what  we  are  asking  the  committee  and  Congress  to  do  today 
is  to  provide  a  little  bit  of  a  downpayment  in  order  to  both  stimu- 
late the  economy,  but,  more  importantly,  to  make  sure  that  people 
who  are  in  trouble  in  this  country  right  now,  because  we  have  job- 
less recovery,  make  sure  that  they  can  continue  until  the  recession 
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is  truly  over  and  the  stimulus  really  takes  hold  and  jobs  start  com- 
ing back. 

Mr.  Houghton.  If  I  can  just  continue  just  a  minute,  I  think  that 
it  is  sort  of  a  boring  concept  to  try  to  keep  hammering  in  on  the 
numbers,  when  there  is  this  concern  about  unemployment.  Let  me 
just  continue  it  a  minute,  because  one  of  the  things  that  I  have 
found  in  the  past  is  that,  although  you  allocate  a  certain  issue 
through  a  deficit  reduction  package,  it  sort  of  evaporates  over  the 
vears  and  everybody  has  a  call  on  that.  If  this  happens  to  be  $5 
Dillion,  lots  of  people  will  have  calls  on  that  $5  billion  as  the  years 
move  on. 

Up  to  this  point,  the  previous  packages  have  always  been  funded 
or  almost  nearly  funded.  This  is  different  now,  and  I  guess  the 
thing  that  worries  me — and  I  have  seen  this  in  the  past — is  when- 
ever you  get  in  a  crunch  and  you  don't  have  the  money  and  you 
can't  specifically  allocate  it,  you  take  it  off  budget.  To  me,  that  is 
one  of  the  reasons  we  are  in  the  problem  we  have  now. 

Secretary  Reich.  Congressman,  I  understand  your  concerns.  In 
the  past  years,  the  past  decade  or  so,  there  have  been  an  awful  lot 
of  so-called  gimmicks  and  budget  deals  struck.  I  can't  tell  you  all 
the  details,  but  the  American  public  is  skeptical,  I  think  justifiably 
skeptical.  The  plan  that  the  President  is  putting  forward  is  based 
on  not  only  realistic,  but  actually  pessimistic  projections  with  re- 
gard to  economic  growth,  what  that  baseline  is  likely  to  be.  The 
President  is  going  to  propose  some  very,  very  stiff  enforcement 
mechanisms. 

Also,  the  President  is  being  very  specific  and  will  be  very  specific 
about  the  cuts  that  are  planned.  The  lobbyists  are  already  circling 
the  wagons.  I  am  sure  you  felt  them,  as  well.  But  we  are  going  to 
stick  to  our  guns.  If  you  all  stick  to  your  guns,  the  American  people 
understand  what  is  at  stake,  then  we  can  actually  reduce  the  defi- 
cit and  invest  in  our  future. 

Chairman  Rostenkowski.  Mr.  Kleczka  will  inquire.  Mr.  Kleczka. 

Mr.  Kleczka.  Thank  you,  Mr.  Chairman. 

In  response  to  the  last  speaker,  I  don't  believe — Mr.  Secretary, 
you  can  correct  me  if  I  am  wrong — I  don't  believe  that  the  dollars 
needed  for  this  extension  are  being  treated  as  ofF-budget.  They  are 
being  treated  as  an  emergency.  But  when  it  comes  to  off-budget,  I 
just  came  from  the  Banking  Committee  and,  I  will  tell  you,  we  had 
in  that  committee  the  grand-daddy  of  them  all,  and  that  was  the 
S&L  crisis,  which  to  this  day  is  all  off-budget  and  that  was  OK 
with  the  past  Republican  adfministration.  I  don't  think  that  was 
correct,  but  know  full  well  what  we  are  doing  today  is  not  off-budg- 
et, although  it  is  being  treated  as  an  emergency. 

Mr.  Secretary,  I  have  one  quick  question.  In  the  legislation  we 
are  going  to  be  working  on  today,  you  provide  for  a  profiling  sys- 
tem. The  two  questions  that  I  have  related  to  that  system  are:  is 
the  $23  million  sufficient  to  fund  the  States'  cost  of  this  new  svs- 
tem?  or,  if  not,  is  there  some  type  of  a  State  match  involved  in  tKis 
project,  also? 

Secretary  Reich.  No,  we  have  fully  funded  this.  Congressman, 
because  we  want  to  give  the  States  every  incentive,  100  percent  in- 
centive to  try  this  out.  We  have  a  demonstration  proiect  we  had  in 
New  Jersey.  It  looked  like  it  worked  very,  very  well.  As  I  said,  it 
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saved  taxpayer  money,  Federal  money,  State  money,  and  the 
States  should  be  doing  exactly  the  same  thing. 

We  don't  want  to  penalize  them,  we  don't  want  to  play  with  peo- 
ple's lives  with  regard  to  getting  this  extended  unemployment  in- 
surance, but  we  do  want  to  give  the  States  every  incentive  to  do 
this.  As  Congressman  Levin  was  saying  before,  this  is  the  first 
step,  just  the  first  small  step  toward  what  we  hope  will  be  a  pro- 
gram of  integrating  unemployment  insurance,  job  search  and  job 
training  at  the  local  and  State  level. 

Mr.  Kleczka.  Thank  you,  Mr.  Chairman. 

Chairman  ROSTENKOWSKI.  Mr.  McDermott. 

Mr.  McDermott.  Thank  you,  Mr.  Chairman. 

I  was  sitting  here  thinking  that  in  24  hours  I  will  be  home  in 
my  district,  and  as  I  listened  to  you,  it  is  confusing  to  me  that  the 
word  has  gone  out  that  we  are  in  a  recovery,  but  you  say  we  are 
not  in  a  recovery,  because  jobs  are  not  coming  back.  In  the  past, 
when  we  had  a  recovery,  jobs  came  back  at  the  same  time.  Can  you 
help  me  understand  how  I  explain  to  my  constituents  why  this  re- 
covery is  different?  Why  are  jobs  not  coming  back? 

Secretary  Reich.  You  can  say  to  your  constituents  that  you  have 
talked  with  and  asked  that  question  of  the  Secretary  of  Labor  and 
the  Secretary  of  Labor  is  not  entirely  sure,  but  has  some  theories. 

One  theory  is  that  small-  and  medium-size  businesses  having 
been  burned  before  during  this  recession  with  the  expectation  that, 
in  fact,  we  were  in  a  genuine  recovery,  jobs  were  coming  back  and 
consumers  were  coming  back,  small-  and  medium-size  Dusinesses 
are  holding  back  on  net  new  employment  until  they  know  that  in 
fact  we  are  in  a  recovery.  But  that  again  creates  a  gridlock,  be- 
cause as  small-  and  medium-size  business  that  are  responsible  for 
almost  all  the  job  growth,  as  they  hold  back  creating  new  jobs,  then 
you  don't  get  a  genuine  recovery,  because  everybody  else  is  holding 
back  on  creating  new  jobs.  Some  sort  of  stimulus  with  regard  to 
priming  the  pump,  getting  us  out  of  that  trap  is,  in  my  judgment 
and  the  President's  judgment,  necessary  right  now. 

Are  there  other  issues?  Can  maybe  other 

Mr.  McDermott.  Can  I  interrupt  you  on  that  point?  Is  that  the 
reason  for  the  investment  tax  credit  for  small  business?  Is  that  the 
kind  of  thing  that  the  President  is  doing  to  encourage  small  busi- 
ness and  give  them  the  feeling  that  they  can  go  ahead  and  invest? 

Secretary  Reich.  Well,  the  investment  tax  credit  for  small  busi- 
ness goes  beyond  the  stimulus.  That  is  part  of  the  permanent  eco- 
nomic plan,  that  is  there  along  with  a  capital  gains  tax  exclusion 
targeted  for  small  businesses,  upstart  businesses  held  for  more 
than  a  certain  amount  of  time,  in  addition  to  a  variety  of  other  pro- 
visions that  the  President  outlined  and  provisions  that  are  in  the 
package  the  President  didn't  even  have  a  chance  to  get  to,  all  of 
which  will  benefit  small  businesses  in  the  long  term. 

As  I  said  before,  the  regulatory  initiatives  that  have  been  pro- 
posed and  have  been  enacted,  such  as  the  family  medical  leave,  do 
not  touch  small  businesses,  and  every  effort  has  been  made,  every 
effort  has  been  made  and  will  be  made  to  make  sure  that  small 
businesses  get  the  kind  of  help  they  need. 

I  haven't  even  had  a  chance  to  mention,  for  example,  the  tech- 
nology extension  services,  manufacturing  extension  services  that 
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we  are  proposing,  which  would  get  the  best  technology,  the  best  ad- 
vice to  small  businesses  and  medium-size  businesses  about  how  to 
run  their  businesses  more  efficiently,  how  to  use  new  technologies 
to  be  more  productive.  We  did  it  in  the  agricultural  sector.  We  have 
the  Agricultural  Extension  Service.  Well,  let's  do  it  with  regard  to 
manufacturing.  We  tried  it,  let's  do  it  also  with  regard  to  tech- 
nology. 

Again,  we  should  make  every  effort  we  can  make  to  create  jobs, 
but  not  just  jobs,  good  jobs,  jobs  that  have  well-trained  people,  jobs 
in  which  small-  and  medium-size  businesses  have  every  incentive 
to  train  their  workers,  give  them  upward  mobility,  not  just  college 
workers,  but  noncollege  workers,  as  well.  It  is  the  only  way  we  are 
going  to  restore  prosperity. 

I  want  to  emphasize  one  thing,  and  if  you  excuse  me  for  sound- 
ing a  little  bit  hopefully  not  pedantic  about  it,  but  I  think  it  is  ter- 
ribly important  to  get  on  the  floor.  The  long-term  problem  in  this 
economy  is  not  just  jobs.  It  is  the  quality  of  the  jobs.  We  have  seen 
for  the  past  12  to  15  years  we  have  had  jobs,  a  lot  of  new  jobs  have 
been  created.  But  particularly  for  people  that  don't  have  college  de- 
grees, most  of  those  jobs  have  been  very  low-paying  jobs — retail, 
restaurant,  hotel,  hospital,  jobs  that  are  not  guaranteeing  a  good 
future  for  people  or  their  children.  That  has  to  be  reversed,  as  well. 
That  is  what  that  long-term  economic  plan  is  all  about. 

Mr.  McDermott.  I  want  to  say  one  thing  just  as  a  matter  of  a 
statement.  I  come  from  a  State  where  the  legislature  is  presently 
wrestling  with  a  $2  billion  shortfall,  the  legislature  has  just  been 
reorganized,  there  are  40  percent  new  members  in  the  State  legis- 
lature, and  I  think  that  it  is  really  to  be  commended  that  you  are 
up  here  asking  for  a  short-term  fix, 

I  think  Mr.  Grandy's  argument  might  make  sense  in  October,  if 
my  legislature  has  not  acted  on  extended  benefits,  then  there  might 
be  a  complaint.  But  I  think  in  real  practical  terms,  having  served 
in  the  State  legislature,  as  many  of  us  have,  you  don't  come  in  in 
January  with  a  new  Governor  and  a  $2  billion  shortfall  and  have 
to  organize  40  percent  new  members  and  get  something  like  this 
done  instantly.  I  think  that  we  have  to  consider  workers  and  I 
think  the  President  is  correct  in  sending  you  up  here  to  make  this 
proposal  and  I  commend  you  for  coming  and  doing  it. 

Thank  you. 

Chairman  Rostenkowski.  Mr.  Santorum. 

Mr.  Santorum.  Thank  you,  Mr.  Chairman. 

I  would  like  to  respond  to  a  couple  of  comments,  since  Mr.  Mat- 
sui  is  still  here.  On  whether  this  adds  to  the  budget  deficit  if  we 
allow  States  to  trigger,  the  answer  is  no.  The  reason  is  because 
when  we  passed  the  permanent  extension  the  last  time,  CBO  cal- 
culated that  States  would  use  the  trigger,  we  had  to  pay  for  that, 
it  is  already  in  the  budget  and,  no,  it  would  not  add  to  the  deficit. 

Now,  that  all  depends  on  the  number  of  States  that  do  trigger, 
but  CBO  made  us  last  year,  under  the  Budget  Act,  provide  money 
in  that  extension  for  the  cases  that  some  States  would  use  these 
extended  benefits.  So,  Mr.  Matsui,  that  is  not  correct,  this  would 
not  add  to  the  deficit,  because  we  have  already  paid  for  it  under 
the  last  extension. 
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What  you  are  doing  here  is  just  a  straight  deficit  add-on.  What 
I  am  suggesting  that  the  States  do  would  not  have  the  same  result. 
And  the  reason  I  would  say  to  my  colleague,  Mr.  Levin,  the  States 
have  not  gone  forward  is  because  they  read  the  papers,  they  know 
what  we  are  doing  here,  and  they  know  what  the  propensity  of  this 
Congress  is  when  it  comes  to  this  situation,  and  that  is  to  just 
charge  right  ahead  and  do  it.  If  I  were  them,  I  wouldn't  do  it,  ei- 
ther, I  would  let  us  take  the  heat. 

They  know  that  we  are  going  to  be  irresponsible  and  add  to  the 
deficit.  They  have  something  called  a  balanced  budget  amendment, 
that  they  can't  just  go  ahead  and  willv-nilly  pass  programs  and  not 
worry  about  the  consequences  on  the  balance  sheet.  We  can  do  that 
and  we  do  this  with  frequency  here  in  the  Congress. 

So  I  would  suggest  that  if  we  had  the  same  constraints  that  they 
did,  we  would  think  very  hard  about  passing  programs,  as  meritori- 
ous as  unemployment  extension  is — as  I  have  said  before,  I  have 
supported  them — as  meritorious  as  they  are,  we  should  come  up 
with  ways  to  pay  for  them  now.  It  is  spending  now  and  we  should 
pay  for  it  now.  We  should  stop  putting  the  burden  on  our  children. 

I  mean  this  is  what  we  are  talking  about  here,  folks.  We  are  put- 
ting the  burden  on  our  children  to  pay  for  our  political  largess  right 
now,  and  I  think  that  is  completely  irresponsible.  My  question  to 
you,  Mr.  Secretary,  is  given  the  fact  that  this  would  exacerbate  the 
deficit,  have  you  written  to  the  States,  since  I  was  asked  whether 
I  did,  has  anyone  from  your  administration  contacted  the  States  to 
encourage  them  to  go  forward  with  some  sort  of  policy  that  is  con- 
sistent with  not  increasing  the  deficit,  yet  providing  for  extension 
of  benefits  for  over  70  percent  of  the  people  who  are  unemployed 
in  this  country? 

Secretary  Reich.  Congressman,  let  me  answer  that  and  also  put 
my  answer  into  some  context.  We  are  in  continuous  contact  with 
the  States  with  regard  to  unemployment  insurance,  with  regard  to 
training,  a  whole  variety  of  areas. 

The  most  important  point,  and  I  think  it  is  the  point  that  per- 
haps Mr.  Matsui  was  making  before,  and  that  is,  from  the  stand- 
point of  macroeconomics,  an  outlay  is  an  outlay.  Tne  public  and  the 
economy  don't  particularly  care  whether  it  comes  from  the  Federal 
Grovemment  or  the  State  government  or  how  it  comes.  An  outlay 
is  an  outlay.  If  we  want  to  stimulate  the  economy  and  get  the  econ- 
omy back  on  course,  we  have  to,  in  just  very  classic  pump-priming 
ways,  do  that. 

You  may  disagree.  You  may  say  that  the  economy  doesn't  need 
any  pump-priming,  and  you  are  certainly  entitled  to  that  point  of 
view. 

Mr.  Santorum.  The  answer  to  my  question  is  you  haven't  asked 
the  States  to  extend  benefits? 

Secretary  Reich.  In  the  last  3  weeks,  I  personally  have  not  asked 
the  States  to  extend  benefits. 

Mr.  Santorum.  Has  anyone  from  the  administration  contacted 
anybody 

Secretary  Reich.  I  do  not  know.  Not  to  our  knowledge  has  there 
been  a  specific  contact,  a  specific  request  by  the  Labor  Department 
to  the  States  to  enact  enabling  legislation.  Again,  let  me  emphasize 
those  two  points:  An  outlay  is  an  outlay,  if  we  go  from  a  macro- 
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economic  standpoint,  if  we  want  to  stimulate  the  economy,  and  also 
if  we  want  to  make  sure  that  people  get  benefits.  People  don't  par- 
ticularly care,  fortunately  or  unfortunately,  what  portion  of  govern- 
ment it  comes  from.  I  am  not  an  expert  on  State  and  Federal  rela- 
tions. I  can  tell  you,  though,  that  the  time  is  passing,  the  clock  is 
ticking,  that  March  6  deadline  is  coming  up. 

Mr.  Santorum.  If  I  can  have  my  time  back,  I  worked  in  a  State 
legislature  and  they  can  act  just  as  quicklv  as  we  can,  if  they  really 
want  to  do  something.  I  would  suggest  tnat  in  Washington  State, 
where  they  have  a  new  government  and  40  percent  new  members, 
it  is  not  a  whole  lot  different  than  a  new  President  and  25  percent 
new  members,  and  if  they  really  want  to  do  something  in  Washing- 
ton State,  they  can  go  miead  and  do  it  just  as  quickly  as  we  can. 
So  that  to  me  I  think  is  a  rather  specious  argument. 

The  real  question  here  is  are  we  going  to  ask  them  to  be  respon- 
sible and  share  some  burden.  We  are  willing  to  pay  for  50  percent. 
I  have  the  figures  here  that  the  extended  benefits  budgeted  for 
1993  are  about  $700  million  that  we  paid  for  already  to  extend  ben- 
efits under  the  EB  trigger  that  we  sent  up.  So  it  is  not  a  deficit. 

The  other  difference  is  it  is  not  just  spending  as  spending.  If  they 
extend  benefits  under  the  program  that  we  have  set  fortn  in  the 
last  extension,  the  spending  would  be  from  the  trust  fund  which 
would  be  repaid  to  the  trust  fund  through  unemployment  tax  con- 
tributions, different  than  if  we  just  extended  benefits  and  add  on 
to  the  deficit. 

Chairman  ROSTENKOWSKI.  Mr.  Neal  will  inquire. 

Mr.  Neal.  Thank  you  very  much,  Mr.  Chairman.  I  just  have  a 
couple  of  quick  questions. 

Mr.  Reich,  given  the  announced  gains  in  productivity,  the  current 
strength  of  the  banks  on  the  east  coast  and  some  of  the  other  al- 
leged encouraged  news  about  the  economy,  what  would  you  tell  us 
this  morning  the  unemployment  rate  should  be,  in  your  estimation? 

Secretary  Reich.  The  unemployment  rate,  if  this  were  a  normal 
recovery — again,  I  want  to  put  the  term  "recovery"  in  quotes,  be- 
cause we  assume  it  is  a  recovery,  but  there  are  very  few  jobs,  so 
I  am  not  prepared  personally  to  call  this  a  recovery — ^but  in  the 
normal  so-called  recovery,  we  would  have  an  unemployment  rate 
that  is  below  6.5,  it  might  be  in  the  5  range,  it  might  be  5.8.  We 
would  have  created  at  this  point  in  a  recovery  about  3.5  million 
new  jobs. 

Again,  I  want  to  stress,  according  to  all  of  the  data  I  have,  that 
since  the  trough  of  this  recession,  we  have  created  less  than 
500,000  new  jobs.  All  of  the  other  indicators  I  give  you,  as  well — 
in  terms  of  exhaustion  of  unemployment  benefits,  in  terms  of  dura- 
tion of  unemployment — ^they  show  that  things  are  actually  worse 
than  they  were  at  the  bottom  of  this  recession.  So  in  terms  of  jobs, 
in  terms  of  people,  not  in  terms  of  just  economic  growth,  but  in 
terms  of  real  people,  real  working  Americans,  we  are  not  yet  in  a 
recovery. 

Mr.  Neal.  Let  me  pick  up  on  your  question  about  quality  em- 
ployment, as  well.  What  jobs  would  we  1:^  retraining  people  for? 

Secretary  Reich.  Over  the  long  term,  we  have  to  be  retraining 

Eeople  for  jobs  that  demand  not  only  a  minimum  level  of  literacy, 
ut  jobs  in  industries  and  sectors  of  the  economy  that  are  requiring 
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more  people.  We  have  not  only  a  health  sector  and  a  communica- 
tions sector  where  there  are  job  shortages,  we  have  job  shortages 
with  regard  to  midlevel  technical  workers  almost  across  the  board. 

Even  in  the  aerospace  industry,  which  in  some  respects  is 
shrinking,  because  of  military  cutbacks,  there  are  shortages  of  cer- 
tain classifications  of  technical  workers,  computer  programmers 
with  regard  to  machine  tools,  computerized  machine  tool  program- 
mers. I  could  give  you  an  entire  list  of  potential  iob  shortages. 

We  also,  obviously,  over  the  very  long  term  nave  got  to  reorga- 
nize the  nature  of  tne  work,  so  that  in  this  society  there  are  more 
upwardly  mobile  career  paths  for  people  who  do  not  go  to  college. 
Tnat  is  a  long-term  problem.  Other  societies  don't  face  nearly  that 
two-tiered  work  force  problem  that  we  have  in  this  country,  where 
people  who  go  to  college  actually  have  been  trending  upward  in 
terms  of  real  wages  over  the  past  15  years,  but  people  who  do  not, 
that  is  75  percent  of  our  work  force,  have  been  trending  downward 
in  terms  of  wages,  working  conditions  and  benefits. 

Mr.  Neal.  That  brings  me  to  the  last  point.  You  are  certainly 
knowledgeable  about  Massachusetts  and  New  England.  Retraining 
in  New  England  has  come  to  mean  lower  wage. 

Secretary  Reich.  I  am  sorry,  is  that  a  question  or  a  comment? 

Mr.  Neal.  It  is  a  comment  and  it  is  a  statement  and  I  think  it 
is  based  up  by 

Secretary  Reich.  Again,  it  is  important  to  separate  the  business 
cycle  problems  from  the  long-term  structural  problems,  and  New 
England  is  a  good  example.  You  have  an  awful  lot  of  very  well  edu- 
cated people,  but  when  we  have  very  bad  recessions,  a  lot  of  those 
very  well  educated  people — ^it  happened  in  1982-83,  it  happened  in 
previous  recessions  in  the  1970's — ^find  themselves  without  jobs, 
and  you  have  the — well,  the  prototypical  Ph.D.  driving  a  taxi. 

But  when  you  come  out  of  this  recession,  in  business  cycle  terms, 
then  people  in  New  England  who  are  well  educated,  as  elsewhere, 
have  managed  to  do  very  well.  In  New  England,  even  if  we  lose 
parts  of  our  computer  industry,  biotechnology  is  growing  very,  veiy 
fast;  there  are  going  to  be  a  lot  of  new  industries  in  New  England. 
New  England  is  a  wonderful  place.  I  am  a  booster  of  New  England. 
New  England  is  a  wonderful  place  for  the  industries  of  the  future 
to  locate,  because  of  the  human  talents,  the  skills  and  the  edu- 
cation that  are  there  in  New  England. 

Mr.  Neal.  Just  one  last  comment.  I  was  delighted  that  the  Presi- 
dent last  night  took  the  time  to  speak  to  the  issues  of  the  availabil- 
ity of  credit  and  the  lack  of  credit  in  New  England,  which  has  cer- 
tainly severely  hampered  our  ability  to  rebound  in  this  economic 
atmosphere. 

Thank  you. 

Secretary  Reich.  Congressman,  if  I  may,  when  I  talked  before 
about  theories  as  to  why  small-  and  medium-size  businesses  have 
had  a  hard  time,  I  should  have  mentioned  the  credit  crunch.  Small- 
and  medium-size  businesses  are  having  difficulty  and  continue  to 
have  difficulty  getting  the  credit  they  need,  and  that  is  at  least  an 
aspect,  I  don't  know  now  big  an  aspect  of  the  problem,  but  that  is 
at  least  an  aspect  of  the  problem  with  regard  to  creating  jobs. 

Mr.  Neal.  Thank  you. 

Chairman  RoSTENKOWSKl.  Mr.  Hoagland  will  inquire. 
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Mr,  HOAGLAND.  It  has  been  interesting,  Mr.  Secretary,  We  have 
had  quite  a  bit  of  rhetoric  this  morning  about  responsibility  and  ir- 
responsibility. We  will  have  an  opportunity  soon  enough  to  see  who 
is  willing  to  cast  responsible  votes  around  here  when  we  vote  to  cut 
the  150  programs  that  the  President  has  recommended,  and  when 
we  have  an  opportunity  to  vote  on  the  revenue  increases  necessary 
for  the  long-term  health  of  our  economy,  and  when  we  have  an  op- 
portunity to  vote  for  long-term  deficit  reduction  amounting  to  over 
|700  billion  6  years.  We  will  have  an  opportunity  then  to  see  who 
is  willing  to  belly-up  and  vote  in  a  responsible  fashion. 

Now,  let  me  tell  you,  my  imderstanding  is  that  the  $5.6  billion 
request  here  is  part  of  President  Clinton's  $31  billion  economic 
stimulus  program.  Is  that  not  right? 

Secretary  Reich.  Yes. 

Mr.  HoAGLAND.  And  these  funds  are  intended  to  deal  with  fami- 
lies, the  employed  members  of  whom  lose  their  jobs  now  as  a  result 
of  this  recession  we  are  in  right  now. 

Secretary  Reich.  Indeed. 

Mr.  HOAGLAND.  And  the  purpose  of  these  funds  is  so  that  those 
workers  are  able  to  feed  their  families  until  we  get  out  of  the  reces- 
sion and  we  can  provide  jobs  for  them. 

Secretary  Reich.  Yes.  Again,  let  me  stress  that  the  short-term 
goal  is  to  get  the  economy  back  on  track.  In  my  judgment  and  in 
the  judgment  of  the  President,  we  need  a  stimulus  in  the  range  of 
$30  billion.  Jobs  are  not  yet  coming  back.  We  also  have  to  relieve 
the  suffering  of  many  people  who  are  unemployed  and  will  continue 
to  be  unemployed,  because  the  jobs  are  not  coming  back  fast 
enough.  We  have  got  to  both  stimulate  the  economy  and  relieve  the 
suffering.  This  kind  of  emergency  extended  unemployment  has  the 
virtue  of  accomplishing  both  goals. 

Mr.  HoAGLAND.  Again,  these  are  people  who  lose  their  jobs  as  a 
result  of  this  recession  that  we  are  in  right  now,  not  chronically  un- 
employed, not  people  receiving  welfare  or  who 

Secretary  Reich,  People  who  are  chronically  unemployed,  this 
does  not — even  in  States  that  have  very  high  imemployment  rates, 
this  does  not  go  beyond  52  weeks.  This  is  not  a  reachback  provi- 
sion, this  is  not  a  welfare  provision.  This  is  for  people  who  are  tem- 
porarily unemployed,  even  for  people  who  are  displaced,  to  give 
them  some  opportunity  to  get  the  training  they  need  to  find  jobs 
and,  ideally,  when  we  have  a  recovery,  to  get  jobs  that  are  com- 
mensurate with  the  jobs  they  had  before. 

Mr.  HoAGLAND.  Also,  as  you  have  explained  in  response  to  Mr. 
Matsui's  and  Mr.  Levin's  inquiries,  my  understanding  is  that  it  is 
a  complete  wash  at  the  Federal  level  with  respect  to  whether  the 
funds  go  through  a  State's  triggering  mechginism  or  whether  these 
families  are  provided  for  pursuant  to  this  legislation,  is  that  right? 

Secretary  Reich.  Well,  with  regard  to  the  complete  wash,  I  want 
to  be  very,  very  careful  that  I  state  this  correctly  and,  here  again, 
I  want  to  defer  to  Carolyn  Grolding  who  has  been  working  in  this 
area  for  years.  I,  after  3  weeks,  don't  feel  totally  confident  about 
the  particular  State  and  Federal  relationship  on  this  extended  ben- 
efit provision. 

Carol)^!. 
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Ms.  GoLDEsiG.  It  is  true  that  the  extended  benefits  would  come 
50  percent  from  State  trust  funds  and  50  percent  fi-om  the  ex- 
tended unemployment  account  in  the  unemplo5rment  trust  fund. 
Whereas,  emergency  unemployment  compensation  benefits  come 
entirely  from  general  revenue.  Scoring  under  the  Budget  Act  is  a 
different  issue,  as  is  the  macroeconomic  issue  that  we  have  been 
talking  about. 

Mr.  HOAGLAND.  But  is  the  exposure  to  the  Federal  Treasury  any 
different,  depending  on  which  mechanism  is  used? 

Ms.  GoLDlNG.  If  the  Treasury  is  borrowing  to  cover  its  obliga- 
tions, it  makes  no  difference  whether  the  obligation  is  for  the  trust 
fund  or 

Mr.  HoAGLAND.  So  it  is  really  a  nonissue.  I  mean  this  whole 
issue  of  State  treasury  mechanisms  is  not  an  issue,  because  it  is 
a  question  of  whether  you  pay  it  out  of  one  pocket  or  pay  it  out 
of  the  other  pocket,  isn't  that  right? 

Ms.  GOLDING.  Yes,  this  is  all  part  of  the  unified  budget. 

Mr.  HoAGLAND.  Mr.  Secretary,  my  time  is  about  to  expire,  but 
I  would  be  interested  in  your  talking  a  little  bit  about  your  new 
innovative  program  that  you  are  presenting  here  to  make  govern- 
ment work  better.  It  seems  to  me  elementary  that  county  and  State 
social  services  agencies  would  communicate  with  one  another  and 
that  it  wouldn't  be  necessary  to  start  a  program  directing  them  to 
do  job  search,  for  instance.  Would  you  tell  us  in  the  few  seconds 
we  have  remaining  what  sort  of  evidence  you  have  seen  out  there 
around  the  country  that  requires  this  new  program? 

Secretary  Reich.  One  thing,  Congressman,  often  the  unemploy- 
ment insurance  agencies  and  the  job  search  £ind  training  agencies 
are  in  different  places,  bureaucratically.  States  also  don't  have  the 
ability  just  in  terms  of  technology,  information  technology,  to  iden- 
tify people  applying  for  unemployment  insurance  who  are  likely  to 
be  unemployed  long  enough,  given  the  state  of  the  industry  from 
which  they  come  where  they  are  displaced  and  also  their  own  his- 
tory, to  identify  people  who  are  particularly  in  need  of  assistance 
in  terms  of  job  search  and  training.  This  small  amount  of  money 
is  designed  to  assist  States  in  getting  those  information  systems  in 
place,  those  administrative  systems  in  place.  Ideally,  States  would 
have  been  doing  it  already,  but  we  want  to  do  everything  we  can 
to  encourage  States  and  localities  to  do  that. 

Mr.  HOAGLAND.  Thank  you,  Mr.  Secretary. 

Chairman  RosTE>fKOWSKl.  Mr.  Camp. 

Mr.  Camp.  Thank  you,  Mr.  Chairman. 

My  question  is  this:  It  is  my  understanding  that  the  President's 
proposals,  including  the  economic  stimulus  package,  will  increase 
the  budget  deficit  by  about  $16  billion,  and  if  that  understanding 
is  correct,  does  that  include  this  additional  $5.5  or  $5.6  billion  pro- 
posed to  be  the  cost  of  this  bill  that  would  be  added  to  the  deficit? 
Is  that  included  in  that  number? 

Secretary  Reich.  Yes,  the  proposed  stimulus  package  would  in- 
clude the  cost  of  extended  unemployment. 

Mr.  Camp.  Well,  that  is  the  $30  billion  package.  I  am  looking  at 
the  cost  for  addition  to  the  deficit  of  the  total  programs  which — 
what  I  have  seen  is  vague,  but  it  looks  like  it  will  be  an  initial  ad- 
ditional $16  billion. 
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Secretary  Reich.  In  fiscal  year  1993,  yes. 

Mr.  Camp.  And  that  does  include  this? 

Secretary  Reich.  It  does  include  at  least  the  portion  of  the  ex- 
tended unemployment  benefits  that  would  be  attributable  to  fiscal 
year  1993.  Remember  that  we  are  talking  about  fiscal  year  1993 
and  also  fiscal  year  1994  with  regard  to  payouts  on  that  emergency 
extended  unemployment. 

Mr.  Camp.  What  would  that  breakdown  between  1993  and  1994 
be? 

Secretary  Reich.  In  1993,  it  is  $3.2  billion,  and  in  1994,  I  think 
it  is  in  my  testimony,  it  is  $2.4  billion. 

Mr.  Camp.  The  other  question  I  have  is  can  you  tell  me  why  no 
financing  provision  was  included  in  this  legislation? 

Secretary  Reich.  Yes,  and  let  me  be  as  clear  and  crisp  as  I  pos- 
sibly can  about  this,  because  it  is  an  important  point  and  there  is 
evidently  some  confiision  here  about  it.  This  extended  unemploy- 
ment provision  serves  two  fiinctions.  One  function  is  to  meet  the 
needs  of  people  who  have  been  long-term  unemployed  who  des- 
perately need  that  money  after  March  6.  The  second  is  to  help  get 
money  into  the  economy,  to  stimulate  the  economy.  This  is  one  of 
the  provisions  of  a  stimulus  package  we  need  to  get  the  economy 
moving  again,  and  this  is  classic  pump  priming  to  get  the  economy 
back  on  track.  These  are  two  purposes  that  are  being  served  and 
they  are  both,  in  my  judgment  and  in  the  President's  judgment,  le- 
gitimate and  important  purposes  being  served. 

Mr.  Camp.  Thank  you. 

Chairman  Rostenkowski.  Mr.  McNulty? 

Mr.  McNuLTY.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  just  have  a  brief  comment.  With  regard  to  this 
program,  and  the  economy  in  general,  it  is  my  opinion  that  what 
this  country  needs  is  a  strong  dose  of  reality.  We  have  millions  of 
people  stru^ling  to  get  back  to  work,  a  $300  billion  annual  deficit, 
and  a  $4  trillion  accumulated  national  debt.  I  think  what  is  re- 
quired now  is  a  bold  program  to  put  people  back  to  work,  and  to 
embark  on  a  serious  deficit  reduction  plan. 

I  just  want  to  say  to  you  that  while  you  are  correct  in  your  state- 
ment that  the  economy  is  not  on  the  right  track,  I  think  both  you 
and  the  President  are  on  the  right  track.  I  look  forward  to  working 
with  you  and  him  in  the  days,  weeks  and  months  ahead  to  imple- 
ment this  plan. 

Thank  you. 

Chairman  Rostenkowski.  Mr.  Jefferson. 

Mr.  Jefferson.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  it  is  my  pleasure,  as  well  as  other  committee 
members  who  have  expressed  the  pleasure  of  having  you  here  and 
hearing  your  comments. 

I  think  it  is  good  to  disabuse  some  of  those  who  would  think  that 
this  is  all  about  adding  to  deficits.  I  think  it  is  fair  to  say  that 
when  all  is  said  and  done,  this  expenditure  and  the  other  ones  that 
you  have  talked  about  today  that  don't  directly  involve  this  bill  will 
still  be  beneath  the  agreed  to  budget  limits  of  this  Congress  and 
presumably  everyone  here,  because  there  will  be  foregone  some  ex- 
penditures in  the  defense  area  and  in  some  domestic  areas  emd 
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other  ones  that  will  keep  it  beneath  the  agreed  upon  caps.  Isn't 
that  correct? 

Secretary  Reich.  Yes. 

Mr.  Jefferson.  So  all  of  the  whining  and  crying  about  exceeding 
expectations,  budgeting  and  the  rest  of  it  isn't  well  placed. 

The  other  thing  is  I  am  well  convinced  that,  with  respect  to  all 
the  talk  about  what  has  happened  with  the  States  and  what  they 
should  do,  if  you  look  at  the  varied  approaches  that  States  take  to 
operating  and  the  varying  times  that  they  meet  during  the  year, 
you  can  quickly  see  that  there  is  no  way  that  we  could  summon  all 
of  our  States  together  before  March  1  or  whatever  the  date  is  here 
and  have  them  take  any  action  specific  enough  to  deal  with  what 
we  are  talking  about.  It  is  an  unreasonable,  impractical  approach, 
and  so  you  are  doing  all  that  you  can  do  and  you  are  doing  what 
you  must  do,  under  the  circumstances. 

I  do  have  one  limited  question  about  this  new  program  and  about 
the  profiling  issue.  It  talks  about  model  profiling,  but  then  it  de- 
pends upon  all  the  States  to  come  up  with  this  model.  Does  it  pre- 
sume, though,  somehow  getting  together  and  developing  one 
model? 

Secretary  Reich.  Yes,  it  assumes  that  there  is  a  way  of  doing  it 
that  New  Jersey  has  pioneered  and  other  States  have  also  pio- 
neered, a  very  simple  way  of  identifying  these  potentially  long-term 
workers  and  referring  them  very,  very  quickly  to  the  job  search  and 
employment  and  training  programs  tney  need. 

There  is,  obviously,  some  latitude  with  regard  to  the  specifics,  in- 
dividual specifics,  and  we  will  at  the  Labor  Department  do  a  kind 
of  model  design  for  the  States  and  how  that  is  being  done.  We  are 

Oto  finance  it  entirely,  because  we  want  to  give  the  States  and 
ties  maximum  incentive  to  do  it  and  to  try  it,  and  then  hope- 
fully they  will  see  how  much  it  saves  in  money  and  they  will  do 
it  on  their  own. 

Mr.  Jefferson.  I  was  about  to  ask  why  wouldn't  in  the  first  in- 
stance you  just  develop  the  model,  subject  to  some  comment  by  the 
States,  instead  of  the  other  way  around,  and  come  to  it  more  quick- 
ly. Then  you  could  probably  eliminate  this  requirement  to  review 
it  in  30  months  or  whatever  to  see  whether  or  not  it  is  what  you 
like.  It  just  occurs  to  me  that  it  is  something  to  think  about. 

The  other  thing  is  there  will  be  those  who  will  come  forward  in 
a  few  minutes  and  talk  about  raised  expectations.  When  you  find 
these  folks  out  here  who  are  dislocated  and  displaced  working  for 
work  and  you  profile  them,  identify  them  and  you  catalog  them  in 
some  kind  of  way  and  they  have  been  identified,  what  do  we  do  to 
encourage  States  to  do  something  about  the  problem  beyond  just 
identifying  these  workers,  to  put  together  the  programs  they  vnW 
need  to  actually  help  them  find  work? 

Secretary  Reich.  The  model  program  that  we  will  be  offering 
States,  again,  based  on  some  experiments  and  some  demonstra- 
tions, will  be  to  not  only  identify  these  long-term  workers,  workers 
that  are  in  danger  of  long-term  structural  unemployment,  but  also 
refer  them  to  job  searcn,  emplojonent  counseling  and  training 
availabilities. 

Now,  the  question  was  raised  before  with  regard  to  training  for 
what?  If  we  continue  to  be  in  a  recession  and  the  recession  doesn't 
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end  and  it  continues  to  be  a  jobless  recovery,  then  there  will  not 
be  jobs  to  train  them  for,  by  definition. 

So  that  is  why  this  entire  program  has  to  be  seen  within  the  con- 
text of  a  stimulus  package  to  get  the  economy  back  on  track,  but 
also  with  regard  to  a  long-term  plan  to  improve  the  trajectory  of 
the  economy.  Last  night,  in  President  Clinton's  speech,  he  touched 
on  the  elements  of  the  plan.  That  is  why  we  need  not  only  to  get 
the  economy  back  on  track,  but  to  improve  the  track,  to  make  sure 
that  we  reduce  the  deficit  £ind  invest  in  future  sources  of  productiv- 
ity. 

So  all  of  it  has  to  be  seen  as  pieces  of  the  whole,  beginning  with 
a  beginning,  that  is  dealing  witn  the  distressed  workers  who  have 
been  long-term  unemployed  right  now  who  are  in  danger  of  losing 
their  unemployment  benefits,  building  a  stimulus  package  that 
gets  the  economy  back  on  track,  and  then  also  raising  the  level  of 
that  track  so  that  people  whose  declining  incomes  have  continued 
to  decline  over  the  last  15  years  have  hopes  for  better  jobs,  better 
incomes  in  the  future,  because  you  reduce  the  deficit,  create  more 
resources  in  the  private  sector  for  investment,  and  also  undertake 
public  investment  directly  in  the  sources  of  future  productivity.  It 
is  all  part  of  the  same  integrated  approach. 

Mr.  Jefferson.  Thank  you,  Mr.  Chairman. 

Chairman  ROSTENKOWSKI.  Mr.  Brewster  will  inquire. 

Mr.  Brewster.  Thank  vou,  Mr.  Chairman. 

We  in  Oklahoma  are  looking  at  a  little  different  problem,  Mr. 
Secretary.  In  our  situation,  because  we  have  been  very  successful, 
we  are  receiving  less  money  now  to  operate  our  employment  secu- 
rity office.  Yet,  we  still  have  a  lot  of  unemployment  in  our  State. 
One  of  our  counties  in  my  district  is  12  percent.  Because  of  the  re- 
duction in  moneys  coming  to  operate  the  employment  security  com- 
mission, we  now  have  closings  of  county  offices.  In  fact,  there  has 
been  the  announcement  of  a  large  number  of  offices  being  closed, 
which  will  result  in  about  100  miles  between  offices  in  my  district, 
a  large  rural  district. 

Last  night,  we  got  word  from  the  head  of  the  employment  secu- 
rity commission  that  there  is  going  to  be  an  additional  $500,000  cut 
from  the  administration  side  of  it  for  the  State  July  1,  which  will 
result  in  even  more  office  closings.  If  we  are  going  to  extend  unem- 
ployment benefits,  but  you  cant  get  to  an  office  to  file  for  them, 
how  is  that  helpful? 

Secretary  Reich.  Let  me  give  you  the  overall  approach  that  we 
are  taking,  Congpressman,  and  then  I  am  going  to  turn  the  hardest 
part  of  your  question  over  to  my  assistant. 

With  regard  to  the  overall  approach,  the  Labor  Department  and 
other  related  departments  dealing  with  work  force  issues  are  going 
to,  under  the  President's  proposal,  have  more  resources  to  dedicate 
to  training,  job  search,  income  maintenance,  counseling,  and  infor- 
mation. We  are  going  to  try  to  consolidate  a  lot  of  Government  pro- 
grams, create  one-stop  shopping,  so  that  everybody  has  the  avail- 
ability and  understands  where  to  go  when  they  are  losing  a  job  or 
even  in  danger  of  losing  a  job,  SWAT  teams  that  may  go  into  places 
that  may  be  creating  a  great  deal  of  unemployment,  even  before 
the  unemployment  occurs,  even  before  people  are  laid  off,  to  pro- 
vide job  counseling,  training  and  information. 


40 

We  have  got  to  do  for  our  workers  as  well  as  we  do  by  financial 
markets.  That  is,  financial  markets,  you  have  a  very  tremendous 
Government-business  partnership  with  regard  to  how  to  move  fi- 
nancial capital.  The  Securities  and  Exchange  Commission,  brokers, 
bankruptcv  laws,  it  is  a  very  complicated  process  we  have  for  mov- 
ing capital  to  its  highest  and  best  use.  We  don't  have  that  in  this 
country  for  workers.  We  do  not  have  a  Government-business  pro- 
gram toT  moving  workers  to  the  highest  and  best  use. 

Now,  your  particular  employment  offices  are  part  of  that  system. 
Obviously,  workers  are  going  to  need  information,  and  how  the  cut- 
backs, your  individual  cutbacks  fit  into  this  larger  plan,  I  can  only 
say  that,  in  my  judgment  and  the  President's  judgment,  generally 
is  that  in  a  consolidation  and  providing  better  one-stop  shopping, 
that  maybe  some  of  these  employment  offices  have  not  done  quite 
their  job  or  there  is  not  quite  the  return  on  investment.  But  Caro- 
lyn would  know  much  better  than  I  about  the  details  and,  once 
again,  I  am  goingto  turn  over  the  hard  question  to  her. 

Ms.  GoLDiNG.  Thank  you. 

I  am  sorry,  I  don't  know  about  your  particular  situation  in  Okla- 
homa. It  is  true  that  there  was  an  across-the-board  reduction  taken 
in  the  appropriations  for  State  employment  service  and  UI  agencies 
in  the  last  enacted  appropriation  and  there  may  be  some  impact  of 
that  in  Oklahoma.  The  closing  of  offices  is  always  a  painful  and  dif- 
ficult decision  for  State  agencies. 

Generally  speaking,  they  try  to  accommodate  the  population  in 
that  area  a  number  of  different  ways,  contacting  claimants  by  mail, 
referring  them  to  offices  of  related  agencies,  putting  people  out  on 
an  itinerant  or  intermittent  basis  to  counsel  them.  It  is  a  difficult 
decision  and  it  goes  to  a  lot  of  factors  that  the  State  has  to  balance. 

I  will  be  glad  to  try  to  get  together  with  your  staff  to  try  to  find 
out  exactly  what  the  problem  is  you  are  talking  about. 

Mr.  Brewster.  I  would  certainly  like  to  visit  with  you  about 
that. 

The  second  part  is  do  you  plan  to  ask  for  supplemental  appro- 
priations. I  certainly  agree  with  your  long-term  plan  of  one-stop 
shopping,  et  cetera.  What  about  short-term  problems,  when  we 
have  a  situation  with  some  counties  that  have  high  employment, 
while  the  State  has  declined,  and  yet  there  is  no  place  to  apply  for 
additional  unemployment  benefits: 

Secretary  Reich.  Yes.  Do  you  want  an  answer  now? 

Mr.  Brewster.  I  think  we  ought  to  talk  about  this  after  the 
meeting. 

Secretary  Reich.  We  can  talk  about  the  specifics  afterward.  Re- 
member, the  dislocated  worker  program  is  federally  funded  in 
terms  of  programs  that  specifically  help  dislocated  workers  in  the 
States.  We  are  now  up  to  about  half  a  billion  dollars  per  year,  and 
the  one-stop  shopping  approach,  consolidating  some  of  these  pro- 
grams, integrating  unemployment  insurance  with  job  search  and 
counseling  ideally  will  help  many  of  the  people  in  your  State  much 
more  than  the  current  fragmented  system  we  have. 

Mr.  Brewster.  It  appears  on  page  3  there  are  some  discretionary 
funds  for  the  Secretary  of  Labor,  as  well,  and  we  would  like  to  talk 
with  you  about  that. 

Thank  you. 
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Chairman  Rostenkowski.  The  Chair  would  like  to  first  make  an 
observation  and  then  recognize  Mr.  McCrery. 

It  is  evident  that  there  will  be  no  business  on  the  floor  of  the 
House  of  Representatives  this  afternoon.  We  are  scheduled  to 
markup  here  at  1:30.  I  am  hoping  that  the  public  hearing  and  the 
testimony  of  the  panel  that  will  follow  the  Secretary  of  Labor  will 
be  concluded  by  then. 

I  would  like  to  recommend  to  the  committee  membership  that  we 
return  here  promptly  at  1:30,  so  that  we  can  proceed  into  the 
markup  and  possibly  conclude  it  as  early  as  possible  today,  because 
I  know  that  members  will  be  running  to  National  Airport  as  quick- 
ly as  possible. 

Mr.  McCrery. 

Mr.  McCrery.  Thank  you,  Mr.  Chairman. 

Welcome,  Secretary  Reich.  You  have  talked  a  lot  todav  about 
pump  priming,  and  I  think  you  will  find  those  of  us  on  this  side 
of  the  aisle  in  agreement  with  some  of  your  suggestions  for  pump 
priming,  if  not  the  wanted  hand.  Do  you  know  if  there  are  any  tax 
increases  in  the  President's  proposal  that  will  be  effective  in  fiscal 
year  1993? 

Secretary  Reich.  No,  there  are  no  tax  increases  in  the  proposal 
that  would  be  effective  in  fiscal  year  1993,  to  the  best  of  my  knowl- 
edge. Again,  I  bear  the  burden  of  having  sat  at  that  table  with  the 
President  for  a  long  time  going  over  that  proposal  and  I  don't  be- 
lieve there  are  any,  no. 

Mr.  McCrery.  So  you  wouldn't  suggest  raising  taxes  in  1993  as 
a  pump  priming  device? 

Secretary  Reich.  No,  raising  taxes  is  not  a  pump  priming  device. 
What  we  need  to  do  with  regard  to  getting  the  economy  back  on 
track  is  stimulate  the  economy,  and  you  stimulate  the  economy 
classically  through  spending  more  money  and  reducing  taxes. 

Again,  let  me  emphasize  that  the  stimulus  package  has  got  to  be 
and  will  be  linked  to  a  long-term  plan  for  reducing  that  budget  def- 
icit and  also  increasing  public  investment.  Those  are  the  two  long- 
term  objectives  and  those  two  long-term  objectives,  deficit  reduction 
and  also  increasing  public  investment,  in  turn  are  linked  to  the 
fundamental  objective  of  increasing  investment  in  society.  There  is 
no  way  we  can  increase  the  quality  of  those  jobs  or  increase  living 
standards  in  this  country,  unless  we  get  more  public  and  private 
investment.  This  is  something  that  I  think  it  is  bipartisan  support. 
I  can't  imagine  anybody  disagreeing  with  this  fundamental  propo- 
sition. People  may  disagree  on  the  means  to  the  end,  but  the  end, 
it  seems  to  me,  is  absolutely  indisputable. 

Mr.  McCrery.  I  don't  think  you  will  find  any  disagreement  with 
that.  But  for  the  short  term,  you  would  not  recommend  increasing 
taxes? 

Secretary  Reich.  No.  Right  now,  as  we  are  trying  to  get  the  econ- 
omy back  on  track,  I  would 

Mr.  McCrery.  So  if  there  were  any  tax  increases  in  the  Presi- 
dent's program  scheduled  to  go  into  effect  in  1993,  you  would  op- 
pose thoser 

Secretary  Reich.  Now  you  are  putting  me  into  a  corner  and  it 
may  be  that  there  is  something  I  don't  know  about,  Congressman, 
and  I  don't  want  to  be  disloyal  to  my  boss,  so  let  me  just  simply 
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say,  as  a  matter  of  broad  principle,  as  a  matter  of  broad  principle, 
you  don't  stimulate  an  economy  with  a  tax  increase. 

Mr.  McCrery,  The  new  twist  in  your  proposal,  which  I  think  is 
very  good,  the  new  twist  is  your  proposal  about  job  training,  which 
I  think  is  very  good,  or  at  least  the  concept  is  very  good.  You  could 
submit  that  in  separate  legislation,  coula  you  not?  It  doesn't  have 
to  be  a  part  of  this  particular  proposal? 

Secretary  Reich.  It  could  be  submitted  as  separate  legislation, 
but,  on  the  other  hand,  our  purpose  here  is  to  insure  that  when  the 
emergency  unemployment  insurance  extension  is  approved,  to  the 
extent  it  will  be  approved  or  if  it  is  approved,  that  that  new  job 
search  and  training,  that  referral  provision  is  in  there,  so  tnat 
right  away  States  can  get  to  work  utilizing  that  money  in  a  more 
efficient  way.  Again,  this  is  simply  a  matter  of  good  governance. 

Mr.  McCrery.  I  would  hope  that  you  would  promote  from  the 
Federal  level  to  the  States  the  utilization  of  some  of  that  retraining 
money  in  the  private  sector,  perhaps  in  joint  efforts  with  the  pri- 
vate sector  and  using  existing  companies'  training  programs  to 
train  workers,  rather  than  just  do  it  all  from  the  Government. 

The  last  question,  at  what  level  of  imemployment  or  with  what 
trends  in  the  economy  would  you  not  come  back  to  this  Congress 
and  request  emergency  extension  of  unemployment  benefits? 

Secretary  Reich.  Well,  I  would  say,  generally,  Congressman,  that 
when  we  see  the  trend  line  turning  up,  when  there  are  not  millions 
of  people  who  are  unemployed,  when,  in  fact,  we  don't  find  the  ex- 
haustion rates  going  up  and  trending  in  exactly  the  wrong  direc- 
tion, it  seems  to  me  then  we  are  in  a  genuine  recovery. 

Our  judgment  is  that  we  do  not  need  an  extension,  an  emergency 
extension  oeyond  October.  Our  judgment  is  that  the  economy  will 
be  turning  up  by  that  time,  the  stimulus  will  be  taking  hold, 
should  Congress  agree  with  the  administration  in  going  forward 
with  the  stimulus  package,  and  also  the  long-term  public  policies 
will  create  enough  confidence  in  the  market  to  generate  new  jobs, 
even  though  they  may  not  be  the  best  jobs.  The  best  jobs  have  to 
wait  until  we  get  that  long-term  plan  in  place,  but  at  least  there 
will  be  a  momentum  in  the  right  direction.  That  is  why  we  are  not 
suggesting  or  recommending  going  beyond  October  with  regard  to 
the  emergency  unemployment. 

Mr.  McCrery.  Thank  you. 

Mr.  Matsui  [presiding].  Mr.  Reynolds  will  inquire. 

Mr.  Reynolds.  Thank  you,  Mr.  Chairman. 

Let  me  just  say  personally  congratulations  on  being  selected  as 
Secretary.  I  don't  think  Mr.  Clinton  could  have  done  a  better  job 
by  picking  someone  else. 

In  listening  to  your  statement,  you  mentioned  that  if  we  enact 
the  enactment  of  this  program  with  the  dislocation  program,  it 
would  in  the  long  run  save  money.  My  question  is  where  would  the 
savings  be  and  can  you  give  us  some  idea  of  how  much  would  be 
saved? 

Secretary  Reich.  The  New  Jersey  demonstration  project  showed 
that  you  generally  trim  the  duration  of  unemployment  by  about  a 
week,  maybe  more  than  a  week.  I  can't  tell  you  exactly  how  much 
that  translates  into,  but  it  is  a  net  savings.  That  is,  the  cost  of  the 
program  being  about  $25  million,  if  you  took  a  week  or  slightly 
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more  thsm  a  week  of  all  of  the  people  who  are  getting  unemploy- 
ment insurance,  you  get  far  more  than  $25  million. 

Mr.  Reynolds.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

Mr.  Matsui.  Mrs.  Johnson  will  inquire. 

Mrs.  Johnson.  Thank  vou  very  much. 

Secretary  Reich,  one  of  my  colleagues  earlier  said  that  it  is  really 
sort  of  a  nonissue  about  who  pays.  Well,  I  think  it  is  not  a 
nonissue.  I  think  it  is  a  very  real  issue  whether  we  rely  on  last 
year's  reforms,  which  were  significant,  which  led  this  committee  to 
make  statements  on  the  floor  such  as  we  will  never  have  to  pass 
legislation  again  to  address  the  problems  of  the  unemployed  in 
America  and  those  kinds  of  things. 

It  is  a  real  issue,  because  if  we  don't  rely  on  last  year's  legisla- 
tion and  we  do  pass  this  bill,  then,  first  of  all,  we  fund  the  program 
with  100  percent  borrowed  funds,  instead  of  50  percent  Federal 
funds  and  50  percent  State  funds.  That  means  that  in  those  States 
that  have  a  surplus,  and  there  are  21  of  them  that  have  a  $16  bil- 
lion surplus  in  their  unemployment  compensation  funds,  the  pur- 
pose of  which  was  to  pay  for  these  extended  benefits,  instead  of 
using  those  funds,  we  borrow  and  pay  interest  to  pick  up  those 
costs.  That  is  significant  and  that  does  matter.  I  wonder  how  you 
justify  our  borrowing  100  percent  of  the  costs  for  eight  States  that 
have  unemployment  rates  of  3  percent,  3.2  percent,  under  5  per- 
cent. 

Secretary  Reich.  Well,  I  can  justify  it.  Congressman,  on  two 
grounds.  Number  one,  somebody  who  is  unemployed  and,  therefore, 
needs  extension  of  unemployment  benefits  is  unemployed  and 
needs  an  extension,  regardless  of  whether  his  or  her  neighbors  are 
unemployed.  It's  kind  of  a  humanitarian  argument  there,  regard- 
less of  where  the  State  line  happens  to  be  drawn. 

There  is  that  second  argument  which  I  raised  before,  and  that 
is  an  economic  stimulus.  We  do  need  to  stimulate  the  economy,  to 
get  money  out  there  as  fast  as  possible,  to  help  not  only  many  of 
the  people  who  are  hurting,  but  people  who  are  in  the  most  pain, 
so  that  they  can  buy  goods  and  services,  so  that  they  can  continue 
to  have  a  multiplier  effect 

Mrs.  Johnson.  I  have  a  series  of  questions,  so  I  don't  want  to 
drag  on  the  answers,  and  I  am  sorry  to  interrupt.  Never  before 
have  we  ever  said  that  the  economy  would  benefit  by  borrowing 
100  percent  of  the  costs  of  unemployment  compensation  for  States 
with  a  3  percent  rate.  In  fact,  we  have  in  the  past  defined  a  3  per- 
cent rate  as  essentially  zero  unemployment. 

So  I  worry  a  great  deal  about  our  providing  100  percent  through 
borrowed  fiinds  to  those  States  with  less  than  5  percent  and  par- 
ticularly those  States  with  3  percent  unemployment,  and  I  believe 
the  taxpayers  ought  to  be  outraged  at  our  borrowing  100  percent 
of  the  money  for  States  that  have  surpluses  in  their  unemployment 
compensation  funds,  for  which  those  people  have  already  been 
taxed  to  provide  those  funds  for  this  explicit  purpose.  I  think  that 
is  bad  policy. 

I  think  we  could  have  easily  targeted  this  bill  so  that  we  didn't 
transgress  in  that  fashion,  and  I  would  urge  you  to  work  with  this 
committee  to  adopt,  if  you  want  to  borrow  to  extend  benefits,  at 
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least  let's  do  it  in  a  little  bit  more  responsible  fashion  than  this 
open-ended  bill  does. 

Secretary  Reich.  Congressman,  I  know  the  time  is  limited,  but 
I  just  want  to  respond  very  quickly.  I  am  eager  to  work  with  all 
of  you  in  a  way  that  makes  this  system  more  rational.  I  do  want 
to  stress,  though,  that  the  circumstances  now,  in  my  view  and  in 
the  President's  view,  are  not  a  recovery  with  regard  to  jobs.  This 
is  an  emergency  situation. 

Mrs.  Johnson.  Well,  certainly  coming  from  Connecticut,  I  under- 
stand that  this  is  a  jobless  recovery.  It  is  also  true  that  we  have 
experienced  the  greatest  increase  in  productivity  during  the  last 
year  that  we  have  experienced  in  20  years,  and  the  reason  is  the 
restructuring.  The  reason  we  have  increased  productivity  is  be- 
cause companies  have  eliminated  management  jobs  that  weren't 
very  productive,  and  so  on  £ind  so  forth.  So  we  have  to  be  part  of 
a  much  slower  recovery,  because  the  new  jobs  have  to  come  from 
new  business  activity,  not  from  reduced  productivity  by  hiring  more 
people  than  you  need  to  do  the  same  work. 

So  I  understand  very  intensely  the  hardship  that  this  relatively 
jobless  recovery  is  imposing  on  people,  but  I  do  in  that  regard  want 
to  ask  you  to  provide  me  in  writing  an  explanation  for  a  fact  that 
has  been  repeatedly — I  am  sorry  that  so  few  committee  members 
are  still  here — ^but  you  have  repeatedly  used  the  figure  of  500,000 
jobs  for  the  number  of  new  jobs  createa  since  the  trough. 

According  to  the  Economic  Report  of  the  President,  the  most  re- 
cent figures,  that  number  should  be  1.5  million  net  jobs  created 
since  tne  trough,  a  big  difference  between  1.5  million  and  500,000. 
If  you  will  please  put  in  writing  why  you  think  it  is  500,000  and 
why  you  reject  the  statistics  in  the  President's  report. 

Secretary  Reich.  I  would  never  reject  statistics  of  the  President's 
report,  but  I  will  put  in  writing  why  there  appears  to  be  this  dis- 
crepancy between  the  statistics  of  the  Bureau  of  Labor  Statistics 
ana  the  statistics  that  appeared  in  last  year's  President's  report, 

[The  following  was  subsequently  received:] 

U.S.  Department  of  Labor, 

Secretary  of  Labor, 
Washington,  D.C.,  July  1.  1993. 
The  Honorable  Nancy  L.  Johnson, 
U.S.  House  of  Representatives,  Washington,  D.C. 

Dear  Congresswoman  Johnson: 

At  a  House  Ways  and  Means  Committee  hearing  on  February  18,  1993,  you  asked 
me  to  provide  to  you  some  background  on  why  the  Department's  two  published  esti- 
mates of  employment  find  somewhat  different  results.  I  hope  that  the  following  ex- 
planation will  prove  of  value  to  you. 

The  Department  of  Labor's  Bureau  of  Labor  Statistics  (BLS)  publishes  two  sepa- 
rate estimates  of  employment  every  month,  which  are  derived  from  two  major  na- 
tional surveys.  The  Current  Population  Survey  (CPS)  is  a  survey  of  approximately 
60,000  households  across  the  country,  and  the  Current  Employment  Statistics  (CES) 
survey  is  a  survey  of  over  350,000  business  establishments  nationwide.  The  house- 
hold survey  sample  is  selected  to  reflect  the  entire  civilian  noninstitutional  popu- 
lation, while  the  sample  for  the  establishment  survey  is  drawn  from  private  non- 
farm  businesses,  such  as  factories,  offices,  and  stores,  as  well  as  Federal,  state,  and 
local  government  entities. 

Beyond  the  basic  differences  in  data  sources,  there  are  some  conceptual  and  meth- 
odological differences  in  the  two  surveys  that  account  for  the  different  employment 
levels.  The  principle  difference  is  the  definition  of  employment.  The  housenold  sur- 
vey includes  agricultural  workers,  the  self-employed,  unpaid  family  woricers,  work- 
ers on  unpaid  leave,  and  private  household  workers  among  the  employed  while  the 
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establishment  survey  excludes  these  groups.  The  household  survey  is  limited  to 
workers  age  16  years  of  age  and  older,  while  there  is  no  age  limitation  in  the  data 
reported  in  the  survey  of  business  estaljlishments.  In  addition,  the  household  survey 
counts  workers  with  more  than  one  job  one  time  while  in  the  establishment  survey 
workers  who  work  at  more  than  one  business  would  be  counted  each  time  they  ap- 
pear on  a  payroll. 

The  bottom  line  is  that  the  household  survey  focuses  on  the  basic  labor  market 
status  of  individuals  while  the  establishment  survey  looks  at  businesses  and  govern- 
ments. The  Department  believes  that  a  full  picture  of  the  state  of  employment  in 
the  country  can  only  be  obtained  by  the  use  of  both  important  surveys. 

I  hope  that  this  information  answers  your  questions. 
Sincerly, 

Robert  B.  Reich. 

Mrs.  Johnson.  Lastly,  I  do  want  to  make  just  two  comments. 
You  said  you  were  going  to  come  back  with  a  jobs  training  pro- 
posal, a  jobs  retraining  proposal  that  will  make  some  reforms.  I  ap- 
preciate that.  I  think  it  is  badly  needed  and  long  overdue. 

But  one-stop  shopping  smd  things  like  the  States  are  trying  to 
do — and  I  know  this  from  my  own  State  bureaucracy  and  they  are 
controlled  by  other  parties  and  not  me — ^but  I  do  want  to  say  that 
I  hope  your  proposal  will  deal  with  these  facts.  There  are  125  job 
training  programs  under  the  Federal  Government  in  14  agencies. 
There  are  45  major  programs  in  6  agencies.  There  are  72  programs 
that  spend  less  than  $50  million,  and  there  are  many  programs 
that  serve  the  same  groups  and  provide  similar  services. 

I  hope  that  when  you  come  back  to  us  on  this  subject  or  if  you 
want  to  get  together  for  some  kind  of  workshop,  that  the  net  result 
will  be  the  kind  of  reinventing  of  government  that  interests  me, 
that  apparently  interests  the  President  and  interests  you  that  will 
result  in  the  elimination  of  the  extraordinary  administrative  costs 
associated  with  those  numbers,  and  also  the  lack  of  access  to  pro- 
grams that  is  the  end  result  of  that  kind  of  complex  bureaucracy. 

Lastly,  I  assume  that  in  your  response  to  my  ranking  member's 
question,  where  he  asked  you  how  much  in  aggregate  you  were 
planning  to  come  to  the  Congress  to  fund  through  deficit  spending, 
the  answer  to  that  really  was  the  total  cost  of  your  stimulus  pack- 
age, $16  billion,  is  that  correct? 

Secretary  Reich.  The  total  cost  of  the  stimulus  package  between 
1993  and  1994  is  estimated  to  be  $30  billion.  Now,  that  includes 
tax  incentives,  as  well  as  direct  expenditures. 

Mrs.  Johnson.  And  those  will  all  be  funded  through  deficit  fi- 
nancing? 

Secretary  Reich.  That  will  be  funded  in  the  short-term  deficit  fi- 
nancing, but  again  let  me  stress  this,  because  it  is  a  terribly  impor- 
tant principle,  that  is  going  to  be  linked  to  a  long-term  plan  to  re- 
duce the  deficit  by  far  greater  magnitudes  and  also  a  plan  to  shift 
firom  public  spending  to  public  investment.  This  all  has  to  be 
viewed  as  a  whole. 

Mrs.  Johnson.  I  hope  it  will  be  a  far  greater  magnitude,  but  I 
would  remind  you,  just  as  a  historical  fact,  that  when  the  President 
says  he  has  150  programs  to  cut,  Darmsm  used  to  sit  there  and  say 
here  is  a  list  of  264,  and  the  fact  is  we  wouldn't  act  on  them. 

Secretary  Reich.  I  am  not  Dick  Darman. 

Mrs.  Johnson.  I  wish  the  President  better  luck. 

Mr.  Matsui.  Mr.  Hancock  will  inquire. 
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Mr.  Hancock.  A  real  quick  question:  Bottom  line,  will  this  re- 
duce the  deficit? 

Secretary  Reich.  This  will  reduce  the  deficit  in  some  respects, 
Congressman,  in  the  sense  that  if  you  put  people  back  to  work  and 
you  get  people  stimulating  the  economy  and  you  get  an  economic 
recovery  sooner  than  you  otherwise  will  get  an  economic  recovery, 
obviousVf  you  are  going  to  reduce  the  deficit,  because  all  of  your 
welfare  ana  social  spenmng  that  goes  to  welfare  and  ancillary  costs 
are  going  to  be  reduced. 

In  the  short  term,  though,  you  are  asking  the  very,  very  narrow 
question:  Are  these  expenditures  for  emergency  unemployment  ex- 
tension going  to  reduce  the  deficit?  The  answer  is  absolutely  no. 

Mr.  Hancock.  Thank  you,  sir. 

Mr.  KoPETSKi  [presiding].  The  Chair  has  some  questions.  One  ob- 
servation first.  Tne  last  administration  didn't  have  any  problem 
taking  the  savings  and  loan  bailout  program  and  putting  it  off- 
budget.  We  put  the  Persian  Gulf  War  off-budget.  And  today  there 
seems  to  be  some  controversy  about  whether  we  should  take  a  pro- 
gram off-budget  for  unemployed  workers  in  America  who  are  out 
of  work. 

Mr.  Reich,  you  are  here,  and  Lynn  Martin  is  not,  in  part  because 
of  the  unemployment  issue  last  session.  I  have,  for  the  record,  a 
brief  history  of  the  unemployment  compensation  legislation  in  1991 
and  1992. 

[The  information  follows:] 
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BfERGENCY  UWBCPLOYMENT  COMPENSATION  LEGISLATION  IN  1991  AND  1992 

1.  H.  R.  3201  (P.L.  102-107),  Tha  Emergency  Unenployment  CoDpensation 
Act  of  1991,  was  signed  by  the  President  on  August  17,  1991.   The  law 
did  not  take  effect,  however,  because  the  President  did  not  sign  a 
separate  <<^<;i>»y'^ion  of  an  emergency.   The  Act  would  have  provided 
20/13/7/4  weeKs  ot  BeftAti'ts,  aepenalng  on  State  total  unemployment 
rates.   The  program  would  have  been  effective  from  September  1,  1991 
through  July  4,  1992. 

2.  S.  1722,  the  Emergency  Unemployment  Compensation  Act  of  1991,  was 
vetoed  by  the  President  on  October  11,  1991.   It  declared  an  emergency 
if  the  President  signed  the  bill.   It  would  have  provided  20/13/7 
weeks  of  benefits,  depending  on  State  total  unemployment  rates.   The 
program  would  have  been  effective  from  October  6,  1991  through  July  4, 
1992. 

3.  H.R.  3575  (P.L.  102-164),  Emergency  Unemployment  Compensation  Act 
of  1991,  was  signed  by  the  President  on  November  15,  1991.   It 
provided  20/13/6  weeks  of  benefits  depending  on  State  total  and 
adjusted  insured  unemployment  rates.   The  program  was  authorized  from 
November  17,  1992  through  July  4,  1992.   Funding  came  from:   (1)  a 
permanent  extension  of  the  Internal  Revenue  Service  authority  to 
collect  nontax  debts  owed  to  Federal  agencies;  (2)  a  one-year 
extension  of  the  0.2  percentage  point  Federal  Unemployment  Tax  Act 
(FUTA)  surtax  through  1996;  (3)  an  increase  in  the  amount  of  estimated 
Income  taxes  that  must  be  deposited  each  year  by  high-income 
taxpayers;  and  (4)  tighter  collection  provisions  for  Guaranteed 
Student  Loans,  including  Federal  garnishment  of  wages. 

4.  H.R.  1724  (P.L.  102-182)  was  signed  by  the  President  on  December 

4.  1991.   It  modified  the  benefits  provided  in  H.R.  3575  by 
eliminating  the  6-week  benefit  tier  and  providing  20/13  weeks  of 
benefits  as  in  H.R.  3575.   The  amendment  was  financed  by  cutting  the 
program  back  from  through  July  4,  1992  to  June  13,  1992  and  residual 
pay-as-you-go  offsets  in  H.R.  3575. 

5.  H.R.  4095  (P.L.  102-244)  was  siqrned  by  the  President  on  February 
7,  1992.   It  extended  an  additional  13  weeks  of  benefits  for  all  EUC 
claimants  so  that  a  maximum  of  33/26  weeks  of  benefits  were  available 
through  June  13,  1992.   Also,  it  provided  20/13  weeks  of  benefits 
through  July  3,  1992.   It  was  funded  by  $2.2  billion  in  carryover 
pay-as-you-go  financing  from  earlier  entitlement  legislation  and  an 
increase  in  corporate  estimated  tax  deposits. 

6.  H.R. 5260  (P.L.  102-318),  the  Unemployment  Compensation  Amendments 
of  1992,  was  signed  by  the  President  on  July  3,  1992.   It  extended  tha 
EUC  program  to  March  6   1993  and  provided  26/20  weeks  of  benefits  to 
new  claimants  of  EUC  beginning  after  June  13,  1992.   Benefits  will  be 
phased  down  to  15/10  and  13/7  weeks  depending  on  whether  the  national 
total  unemployment  rata  falls  below  7.0  or  6.8  percent,  respectively. 
Changes  In  the  Extended  Benefits  program  were  also  enacted.  Including 
an  optional  total  unemployment  rate  trigger.   It  was  funded  by 
extending  the  phaseout  of  pergonal  exemptions  by  one  year  (1996), 
increasing  corporate  estimated  taxes,  provisions  dealing  with  the 
rollover  of  pension  distributions,  and  carryover  pay-as-you-go 
financing  from  earlier  entitlement  legislation. 
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Mr.  KOPETSKI.  As  you  may  recall,  we  passed  a  bill  and  one  of  its 
features  was  that  the  President  had  a  declared  emergency  in  terms 
of  unemployed  people  in  America.  He  refused  to  do  that. 

We  came  back  a  few  months  later  and  passed  another  bill  and 
he  vetoed  it.  In  that  one,  we  gave  Members  the  opportunity  on  a 
vote  on  the  floor  to  fund  it  through  a  small  0.2  percent  FUTA  tax 
increase  to  pay  for  the  extended  benefit  program. 

I  think  we  got  65  votes,  and  many  of  the  Members  that  we  have 
heard  from  earlier  today  talking  about  the  need  and  how  we  ought 
to  fund  this  up  front,  they  were  all  "no"  votes,  and  it  was  basically 
some  Democrats  who  said,  yes,  OK,  we  think  this  is  so  important 
that  we  will  put  our  vote  where  the  funding  program  is. 

Finally,  President  Bush  dropped  below  50  percent  in  the  polls 
and  he  was  willing  to  admit  that  there  was  an  unemployment  prob- 
lem in  this  country,  and  the  third  time  we  were  able  to  pass  an 
unemployment  extension  benefit  bill.  So  that  is  a  brief  history.  It 
is  an  exciting  history,  as  I  am  sure  we  will  write  about  in  the  mak- 
ing of  the  President  in  1992. 

I  think  that  this  is  one  of  the  most  significant  charts  that  we 
have.  It  highly  illustrates  the  point  you  have  been  trying  to  make 
all  morning.  Normally,  in  a  recovery  people  get  back  to  work  at 
this  point  at  this  time.  Usually,  about  2.2  million  jobs  should  have 
been  created.  We  have  only  had  an  increase  of  500,000  jobs  at  this 
point  in  the  recovery,  compared  to  previous  recoveries. 

But  in  this  one,  the  exhaustion  rate  of  those  on  unemployment 
benefits  is  skyrocketing.  It  is  not  flattening  out,  it  is  not  going 
down  a  little  oit,  but  it  is  still  climbing  dramatically.  Is  that  the 
essence  of  the  issue  and  why  we  are  here  this  morning? 

Secretary  Reich.  Absolutely.  Not  only  is  the  exhaustion  rate  sky- 
rocketing, duration  of  unemployment  is  also  going  up.  Again,  let 
me  underscore  the  point  I  began  with.  Congressman,  and  thank 
you  for  bringing  me  back  to  that  original  point.  We  are  here  be- 
cause this  is  a  jobless  recovery.  The  pain,  if  anything,  is  worse  than 
it  was  at  the  trough  of  this  recession. 

Given  that  skyrocketing  number  of  people  who  are  exhausting 
their  benefits,  tne  extended  nature  of  the  duration  of  unemploy- 
ment, given  that  the  unemployment  numbers  and  figures  show 
very  little  change,  given  that  the  number  of  discouraged  workers 
are  as  great,  if  not  greater,  as  they  were  during  the  trough  of  this 
recession,  we  have  got  to  do  something  for  the  American  people, 
and  this  is  not  only  an  opportunity  to  do  something,  but  an  oppor- 
tunity to  do  something  tnat  also  advances  an  innovation  witn  re- 
gard to  putting  people  together,  vmemployed  people  together  with 
training  and  also  counseling. 

But  it  also  accomplishes  a  third  goal,  and  that  is  providing  a 
pump  priming,  a  little  bit  of  stimulus  to  an  economy  that  needs  to 
get  back  on  track. 

Mr.  KOPETSKI.  Mr.  Reich,  let  me  bring  that  point  home,  because 
I  am  new  to  the  committee  and  here  I  am  sitting  right  up  here  al- 
ready, what  do  you  know,  but  I  am  trying  to  learn  a  little  more 
about  economic  theory.  So  it  is  not  just  for  the  worker  that  we  are 
doing  this.  It  is  for  the  grocery  store  owner,  it  is  to  pay  the  mort- 
gage pa3anent  so  there  isn't  a  bankruptcy  and  all  the  costs  that  are 
associated  with  that,  it  is  paying  the  heating  bills,  and  these  are 
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moneys  dispersed  throughout  the  community,  even  in  Iowa,  where 
they  only  have  been  blessed  with  only  3  percent  rate  of  unemploy- 
ment. 

Secretary  Reich.  Absolutely.  If  you  have  somebody  who  has  ex- 
hausted unemployment  benefits,  whose  family  suddenly  is  unable 
to  afford  to  continue  to  live  as  a  normal  family  or  even  a  family 
lives  above  the  poverty  level,  then  a  lot  of  people  suffer  beyond  that 
individual  family.  It  is  the  grocery  store  owner  whose  bills  are  not 
being  paid,  it  is  the  car  agency  or  the  bank  who  is  not  getting  the 
interest  payments  on  the  mortgage,  an  awful  lot  of  people  in  that 
commimity  also  suffer. 

There  is  a  vicious  spiral  that  entails,  so  that  a  stimulus  like  this 
not  only  keeps  people  afloat  who  need  it  most,  but  also  manages 
to  keep  the  economy  afloat  and  provide  a  little  bit  of  kick  to  the 
economy  as  part  of  a  broader  stimulus  package. 

Mr.  KoPETSKi.  Now,  I  am  often  reminded  by  the  senior  Senator 
from  Oregon,  Senator  Hatfield,  if  you  are  unemployed,  the  unem- 
ployment rate  is  100  percent,  and  I  think  sometimes  we  forget 
about  that  and  the  tragedy  that  does  occur  in  a  family  when  you 
become  unemployed,  maybe  even  in  good  economic  times. 

But  in  Oregon,  we  have  tried  to  develop  good  one-stop  shopping 
centers  in  terms  of  our  emplojrment  services.  Part  of  the  problem, 
of  course,  is  Federal  regulations  in  the  way,  not  just  resistance  at 
State  level.  Last  year,  this  committee  changed  the  law  so  that  peo- 
ple could  get  information  about  earned  income  tax  credit  when  they 
are  unemployment  benefits. 

There  are  other  things  that  I  hope  we  can  explore  together  to 
make  this  system  work  even  better,  especially  for  the  long-term  un- 
employed. 

In  this  proposal,  once  you  identify  these  displaced  workers,  £md 
we  have  got  them  with  the  timber  industry  in  Oregon  and  the  aero- 
space industry  in  Los  Angeles,  is  there  any  moneys  or  funds  there 
to  help  serve  these  workers  in  terms  of  directing  them  to  training 
programs,  et  cetera? 

Secretary  Reich.  Well,  as  I  indicated  before,  Congressman,  there 
is  already  a  lot  of— not  adequate,  I  don't  think,  but  there  is  a  lot 
of  resource  out  there.  Federal  and  State  resource  with  regard  to 
training.  It  is  dispersed  and  fragmented  and  we  want  to  make  sure 
that  it  is  more  integrated  and  comprehensive  and  gets  to  the  peo- 
ple who  need  it. 

There  is  help  out  there  for  people  with  regard  to  job  search  infor- 
mation. Again,  that  is  very  fragmented,  it  is  not  doing  the  kind  of 
work  it  needs  to  do,  $560  million  per  year  of  federally  funded  dis- 
located worker  programs,  but  I  think  we  could  do  much  more. 

Given  this  chart,  and  I  want  to  again  draw  your  attention  to  that 
chart,  the  extraordinary  increase  in  the  number  of  permanently 
dislocated  workers  in  this  past  recession,  the  changing  structure  of 
the  economy  requires  that  we  all,  at  the  State  level,  the  local  level, 
and  the  Federal  level  and  also  businesses,  the  private  sector, 
change  the  way  we  are  all  dealing  with  the  problem  of  unemploy- 
ment. 

Mr.  KoPETSKi.  You  had  mentioned  the  New  Jersey  project.  Was 
that  participation  required,  or  was  it  an  option  in  terms  of  the  un- 
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employed  workers?  Was  it  mandatory  or  voluntary?  How  did 
that 

Secretary  Reich.  I  do  not  know.  Maybe  Caroljm  knows.  Was  that 
an  optional  or  a  mandatory  program? 

Ms.  GOLDING.  It  was  voluntary. 

Secretary  Reich.  As  we  are  proposing,  it  was  a  voluntary  pro- 
gram. 

Mr.  KOPETSKI.  And  how  were  the  services  provided?  Were  they 
through  the  employment  service  program? 

Ms.  GoLX)iNG.  TTiey  were  through  the  employment  service  and 
through  the  Job  Training  Partnership  Act. 

Mr.  KoPETSKi.  I  am  learning  all  kinds  of  things  here. 

Mr.  Payne  may  direct  inquiries  now. 

Mr.  Payne.  Thank  you,  Mr.  Chairman. 

Thank  you,  Secretary  Reich  and  Ms.  Golding,  for  being  here  and 
we  welcome  you.  What  we  are  discussing  today  I  think  is  certainly 
very  necessary,  but  perhaps  a  short-term  solution  for  what  imfortu- 
nately  may  be  a  longer  term  situation  or  problem. 

I  agree  that  we  need  to  use  the  short-term  income  maintenance 
funds  for  our  unemployed  people,  but  I  think  if  we  are  not  at  the 
same  time  addressing  unemployment  and  underemployment  and 
low-wage  employment,  then  perhaps  we  are  only  consuming  our 
dollars  and  not  really  investing  them,  as  we  look  at  the  future  and 
future  legislation. 

I  am  very  familiar  with  many  of  the  things  that  you  have  said 
and  what  you  have  written  and  know,  Secretary  Reich,  that  you  be- 
lieve that  education  and  training  are  the  ingredients  that  will  inte- 
grate  our  workers  into  the  world  economy,  Doth  at  higher  employ- 
ment levels  and  also  at  higher  wages.  I  am  very  interested  in  work- 
ing from  this  committee  and  from  our  Trade  Subcommittee,  as  we 
review  NAFTA,  to  combine  our  income  maintenance  programs  with 
some  comprehensive  and  perhaps  new  and  innovative  education 
and  training  programs. 

So  my  question  is  this:  When  do  you  anticipate  that  your  Depart- 
ment will  be  prepared  to  offer  its  ideas  on  the  comprehensive  ap- 
f>roach  or  comprenensive  plan  as  it  relates  to  training  and  as  it  re- 
ates  to  education  for  the  unemployed,  so  that  we  might  be  able  to 
begin  working  with  you  to  look  at  this  issue  on  a  long-term  and 
more  comprehensive  basis? 

Secretary  Reich.  As  soon  as  possible,  Congressman.  I  have  a  lot 
of  people  working  on  crafting  at  least  our  initial  proposals.  I  look 
forward  to  working  with  you  £ind  other  Members  to  try  to  craft 
something  that  meets  these  new  needs  of  the  American  worker  for 
lifetime  learning.  It  is  not  just  the  long-term  structurally  unem- 
ployed. 

It  is  not  just  the  fact  that  people  are  going  to  be  changing  jobs 
five  or  six  times,  changing  careers,  and  will  need  that  kind  of  help 
during  adjustment.  But  it  is  also  problems  with  regard  to  schools 
to  work  for  kids  who  are  not  going  to  college.  Seventy-five  percent 
of  our  kids  are  not  graduating  from  college,  they  need  some  process 
by  which  they  can  get  jobs  that  have  upward  mobility  attached  to 
them,  that  have  careers  attached  to  them. 

Right  now,  there  is  no  apprenticeship-like  program,  nationally 
there  is  no  system  by  which  young  people  can  actually  move  from 
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high  school  into  a  transitional  progfram.  That  is  something  that  we 
are  going  to  be  working  on.  Again,  to  the  extent  we  can,  I  look  for- 
ward to  working  with  you  and  other  Members  of  Congress  on  that. 

There  are  many  other  issues,  as  well.  The  earned  income  tax 
credit  I  think  it  vitally  important  with  regard  to  this  larger  and 
larger  growing  g^oup  of  full-time  workers  who  are  working  below 
the  poverty  level.  President  Clinton  last  night  mentioned  all  of 
these  issues.  A  mmor  part  of  his  plan  to  rebuild  the  country  focuses 
on  the  problem  or  the  work  force,  the  new  problems  of  the  work 
force  and  these  issues  of  transition  to  a  21st  Centuiy  economy. 

Mr.  Payne.  Needless  to  say,  we  are  very  enthused  about  your  ap- 
proach to  these  problems  on  a  comprehensive  basis.  We  look  for- 
ward very  much  to  working  with  you,  and  the  sooner  we  can  get 
started,  the  better. 

Thanks  very  much. 

Mr.  KOPETSKI.  Mr.  Lewis. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  am  delighted  and  very  pleased  to  see  you.  Like 
my  colleague,  Mr.  Payne,  I  followed  you  over  the  years,  your 
writings  and  the  statements  that  you  have  made.  I  like  your  philos- 
ophy. I  look  forward  to  working  with  you.  I  like  your  concept  about 
quality  work,  the  types  of  jobs,  qualitv  employment. 

You  know,  some  of  us  know  from  history  that  during  the  period 
of  slavery  in  our  country,  everybody  had  a  job.  No  one  was  really 
out  of  work.  I  think  you  come  to  this  job  with  the  right  perspective. 
I  don't  have  any  questions.  You  have  my  help  and  have  my  support 
in  passing  this  legislation.  I  think  it  is  good  and  I  think  it  is  nec- 
essary. 

Secretary  Reich.  Thank  you. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

Mr.  Matsui.  I  would  like  to  thank  you,  Mr.  Secretary,  for  being 
here  and  being  patient  with  us  for  about  3V2  hours.  I  am  sure  that 
more  committees  are  going  to  be  subject  to  the  same  kind  of  time 
constraints,  as  well. 

I  would  also  like  to  thank  Carolyn  Grolding  for  helping  today.  We 
appreciate  it.  No  one  would  know  this  except  Carolyn  and  I,  but 
in  1973,  she  was  on  the  staff  of  the  Department  of  Labor  and  was 
very  helpful  in  getting  a  Job  Corps  Center  in  Sacramento,  Calif., 
right  at  that  time  in  my  city  council  district,  and  I  was  telling 
Carolyn  before  the  meeting  that  I  still  lose  people  around  there, 
even  though  the  Jobs  Corps  Center  has  been  one  of  the  great 
achievements  of  Sacramento  County. 

I  would  like  to  thank  you  very  much,  again,  Mr.  Secretary.  We 
look  forward  to  working  with  you. 

Secretary  Reich.  Thank  you. 

Mr.  KOPETSKI.  Mr.  Reich  and  Ms.  Grolding,  thank  you  very  much. 

We  will  now  call  the  next  panel.  We  have  this  morning  the  Inter- 
state Conference  of  Employment  Security  Agencies  representative, 
Andrew  Richardson;  the  American  Federation  of  Labor  and  Con- 
gress of  Industrial  Organizations,  William  Cunningham;  from  the 
Philadelphia  Unemployment  Project,  Alex  Soroka;  £md  from  the 
Citizens  for  a  Sound  Economy,  Nancy  Mitchell,  vice  president  for 
policy  implementation. 
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As  cur  panelists  are  being  seated,  I  remind  the  committee  that 
our  full  work  session  begins  at  1:30. 

Good  morning.  I  would  ask,  in  the  interest  of  time,  to  let  you 
know,  number  one,  that  your  statements  will  be  entered  in  the 
record  in  their  entirety  and  ask  that  you  take  3  or  4  minutes  to 
summarize  your  testimony. 

We  will  begin  with  Mr.  Richardson. 

STATEMENT  OF  ANDREW  RICHARDSON,  PRESmENT-ELECT, 
INTERSTATE  CONFERENCE  OF  EMPLOYMENT  SECURITY 
AGENCIES,  AND  COMMISSIONER,  WEST  VIRGINIA  BUREAU 
OF  EMPLOYMENT  PROGRAMS 

Mr.  Richardson.  Thank  you,  Mr.  Chairman. 

My  name  is  Andy  Richardson.  I  am  commissioner  of  employment 
programs  for  the  State  of  West  Virginia,  and  I  am  here  today  in 
my  capacity  as  president-elect  of  the  Interstate  Conference  of  Em- 
ployment Security  Agencies. 

This  organization  represents  the  State  agencies  that  administer 
the  unemployment  compensation  system,  the  public  employment 
service,  labor  market  information  programs,  and  in  36  jurisdictions 
the  Job  Training  Partnership  Act  programs. 

I  want  to  thank  you  for  the  opportunity  to  be  here  today.  By 
point  of  reference,  since  November  1991,  when  the  initial  emer- 
gency unemployment  compensation  program  was  begun.  State  em- 
ployment security  agencies  across  this  Nation  have  made  90  mil- 
lion payments  to  5  million  imemployed  workers  who  had  already 
received  all  of  their  State  regular  imemployment  compensation 
payments. 

I  and  my  colleagues  around  this  country  are  proud  of  the  work 
of  our  staff  in  administering  the  emergency  unemployment  com- 
pensation program.  It  is  a  complex  program.  It  had  tremendous 
startup  burdens,  and  yet  within  days  of  passage  by  Congress  of 
this  law,  the  forms,  the  computer  programming  and  the  changes 
were  in  place  to  administer  this  program. 

As  you  consider  the  Emergency  Unemployment  Compensation 
Act  and  an  extension  thereof,  please  keep  the  extension  as  simple 
as  possible.  Additional  responsibilities  and  administrative  burdens 
would  complicate  an  administrative  process  that  right  now  is  al- 
ready complicated  enough. 

To  illustrate,  I  would  like  to  draw  your  attention  to  a  provision 
in  the  current  program  that  provides  that  individuals  may  choose 
to  claim  emergency  unemployment  compensation,  rather  than  es- 
tablish a  new  regular  State  benefit  claim.  This  has  been  particu- 
larly challenging  for  us  to  administer.  It  has  been  difficult  to  deter- 
mine and  explain  the  rights  and  responsibilities  to  each  individual 
claimant.  This  has  been  especially  difficult  for  those  claimants  who 
have  worked  in  more  than  one  State. 

I  would  like  to  enter  in  the  record  today  a  series  of  questions  and 
answers  that  were  provided  to  us  by  the  U.S.  Department  of  Labor 
on  this  particular  issue,  merely  to  illustrate  exactly  how  com- 
plicated that  has  been. 

Mr.  KOPETSKI.  Without  objection,  it  is  so  ordered. 

[The  information  referred  to  follows:] 
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Attachment  to  UIPL  No.  9-92, 

Change  5 

Emergency  Unemployment  Compensation  Act  of  1991 
Questions  &  Answers  for  Clarification  of  P.L.  102-318 


EUC  Monetary  Entitlement 

The  applicable  level  of  EUC  entitlement  for  individuals  who 
postpone  establishing  a  new  benefit  year  and  the  level  for 
those  who  defer  rights  to  regular  benefits  to  elect  a  claim 
for  EUC  are  determined  differently.   Section  102(b)(2)(B)  of 
the  UC  Amendments  of  1992  (P.L.  102-318)  provide  that  an 
individual  who  defers  regular  benefits  is  to  receive  EUC  in 
the  same  manner  as  if  he/she  had  not  been  entitled  to 
regular  benefits.   This  means  that  the  claimant's 
entitlement  must  represent  the  same  level  of  entitlement 
that  applied  to  other  EUC  claims  filed  during  the  period  of 
time  that  the  claimant  was  not  allowed  to  file  for  EUC 
because  of  regular  benefit  entitlement. 

On  the  other  hand,  Section  102(a),  which  added  paragraph  (f) 
to  Section  101  of  the  EUC  Act  of  1991,  simply  allows 
individuals  who  were  not  in  benefit  status  or  whose  rights 
to  EUC  were  not  affected  by  their  rights  to  regular  benefits 
subsequent  to  the  exhaustion  of  the  prior  claim  or  the  end 
of  the  prior  benefit  year  to  have  the  same  option  to  elect 
an  EUC  claim  prior  to  establishing  a  subsequent  benefit 
year. 

The  requirement  that  an  individual  with  an  existing  second 
benefit  year  have  a  remaining  regular  benefit  balance 
acknowledges  that  some  claimants  affected  by  the  definition 
of  an  "exhaustee"  would  not  be  covered  by  the  amendment. 
However,  it  was  considered  to  be  the  appropriate  solution  in 
maintaining  the  concept  of  the  "applicable  benefit  year." 

What  is  important  to  be  remembered,  in  either  case,  is  that 
the  claimant's  EUC  entitlement  based  on  the  prior  benefit 
year  is  determined  minus  any  EUC  previously  paid  on  the 
basis  of  that  prior  benefit  year. 

The  following  questions  pertain  to  the  determination  of 
EUC  entitlement  for  individuals  exercising  election  to 
postpone  establishing  a  new  benefit  year  (Section  102(a) 
of  P.L. 102-318) . 

1.  Question.   If  an  individual  elects  to  postpone 

establishing  a  new  benefit  year  to  file  an  EUC  claim, 
based  on  a  prior  benefit  year  where  benefits  were 
exhausted  prior  to  July  3,  1992,  is  the  level  of  EUC 
entitlement  determined  on  the  basis  of  what  the 
individual  would  have  been  entitled  to  had  he/she 
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filed  an  EUC  claim  upon  exhaustion  of  the  prior 
claim? 

Answer.   No.   EUC  claims  filed  under  the  provisions 
of  Section  102(a)  of  P.L.  102-318  are  determined  at 
the  level  applicable  to  EUC  claims  at  the  time  of 
filing,  without  regard  to  whether  or  not  the  claimant 
could  have  filed  an  EUC  claim  or  a  regular  claim  upon 
exhaustion.   Since  no  claim  was  filed  at  that  time, 
no  entitlement  accrues  under  the  provisions  of 
Section  102(b)(2)(B)  of  P.L.  102-318. 

Note:     This  is  a  different  situation  from  that 
addressed  in  Question  21,  page  8  of  Change  4.   In 
that  case,  the  claimant  had  filed  a  regular  claim  at 
the  time  of  the  benefit  year  ending  and  was  filing 
for  EUC  under  the  provisions  of  Section  102(b)(2)(B) 
of  P.L.  102-318.   The  same  answer  applies  when  there 
was  an  exhaustion  and  the  claimant  filed  a  regular 
claim. 

Question.   Claimant  has  a  prior  "applicable  benefit 
year"  for  EUC  purposes.   The  claimant  did  not  exhaust 
regular  entitlement  and  returned  to  work  prior  to  the 
benefit  year  ending  date.   The  claimant  now  elects  to 
postpone  establishing  a  new  benefit  year  to  file  for 
EUC.   What  level  of  entitlement  applies? 

Answer.   The  level  applicable  at  the  time  of  the 
election.   The  claimant  has  not  been  denied  EUC 
because  he/she  was  not  an  "exhaustee". 

Question.   The  claimant  has  a  prior  benefit  year 
(ending  between  March  1,  1991  to  date)  and  has  not 
previously  filed  an  EUC  claim  during  the  EUC  period 
(11/17/91  to  date).   When  this  claimant  elects  to 
postpone  establishing  a  new  benefit  year  to  file  for 
EUC  based  on  the  prior  benefit  year,  what  level  of 
entitlement  applies? 

Answer.   The  level  applicable  to  EUC  claims  filed  at 
the  time  of  the  election.   This  claimant  has  not  been 
denied  an  EUC  claim  because  of  the  definition  of  an 
"exhaustee" . 
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The  following  questions  pertain  to  the  'determination  of 
EUC  entitlement  for  individuals  exercising  election  to 
defer  rights  to  regular  benefits  on  an  existing  benefit 
year.   (Section  102(b)(2)(B)  of  P.L.  102-318.) 

1.  Question.   If  an  individual  elects  to  defer  regular 
benefits  on  a  current  claim  to  file  a  new  EUC  claim 
based  on  a  prior  benefit  year,  is  the  level  of  EUC 
entitlement  based  on  what  the  individual  would  have 
been  entitled  to  had  he/she  filed  an  EUC  claim  at  the 
time  of  the  effective  date  of  the  current  benefit 
year? 


Answer.   In  the  case  of  an  individual  who  was 
required  to  establish  a  benefit  year  for  regular 
benefits  because  he/she  was  not  considered  an 
"exhaustee"  for  EUC  purposes,  the  applicable  EUC 
benefit  level  is  the  greater  of  the  level  payable  by 
the  State  on  the  effective  date  of  the  regular  claim, 
or  thereafter  during  periods  that  he/she  was  required 
to  file  for  regular  benefits,  or  at  the  time  of  the 
election. 

Question.   The  claimant  was  previously  issued  an  EUC 
determination  with  an  entitlement  of  2  6  times  the  WBA 
and  was  in  active  benefit  status  with  an  EUC  balance 
at  the  benefit  year  ending  date,  at  which  time  a  new 
benefit  year  was  established.   During  the  time  the 
claimant  was  receiving  regular  benefits,  the  maximum 
level  of  EUC  payable  in  the  State  increased  to  3  3 
weeks.   What  level  of  entitlement  applies  when  this 
claimant  defers  regular  benefits  to  receive  EUC? 

Answer.   Thirty-three  (33)  weeks.   During  the  period 
that  the  applicable  level  for  EUC  was  3  3  weeks,  the 
claimant  was  in  active  benefit  status  and  prevented 
from  filing  an  EUC  claim  by  the  definition  of  an 
"exhaustee".   Therefore,  the  claimant's  entitlement 
is  redetermined  to  the  higher  level  minus  EUC 
previously  paid. 

Question.   The  claimant  has  a  remaining  balance  on  an 
EUC  claim  based  on  the  prior  benefit  year  and  elects 
to  defer  regular  benefits  to  file  for  EUC.   What 
level  of  entitlement  applies  to  this  claimant? 

Answer.   The  greater  of  the  level  applicable  on  the 
effective  date  of  the  prior  EUC  determination,  the 
level  applicable  in  the  State  for  any  week  during 
which  the  claimant  was  in  active  claim  status  and  not 
allowed  to  file  for  EUC  because  of  regular 
entitlement  or  the  level  currently  applicable  to  the 
State.   The  claimant's  entitlement  is  redetermined  to 
the  higher  level,  minus  any  EUC  previously  paid. 
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Ouestion.   Prior  to  EUC  exhaustion,  the  second 
benefit  year,  on  which  the  claimant  had  deferred 
regular  benefit  rights  in  order  to  file  for  EUC  based 
on  a  prior  benefit  year,  ends  and  the  claimant  has  no 
potential  regular  entitlement  for  a  new  benefit  year. 
Is  the  claimant  allowed  to  continue  to  receive  EUC 
based  on  the  prior  benefit  year  or  is  the  "applicable 
benefit  year"  for  EUC  the  second  benefit  year?   Is 
there  a  difference  if  the  claimant  has  rights  to  a 
new  benefit  year  to  postpone? 

Answer.   When  the  second  benefit  year  ends,  the 
claimant  no  longer  has  regular  benefit  rights  to 
defer  under  the  provisions  of  Section  102(b)(2)(B)  of 
P.L.  102-318.   The  claimant's  rights  to  postpone  a 
new  benefit  year,  under  the  provisions  of  Section 
102(a)  of  P.L.  102-318,  provide  for  EUC  entitlement 
based  on  the  prior  benefit  year.   Therefore,  in  either 
case,  EUC  entitlement  is  based  on  the 
"applicable  benefit  year"  as  defined  in  20  CFR  615. 

Please  Note;   This  means  that  in  some  cases  the 
claimant  will  have  no  further  EUC  entitlement  if 
during  the  base  period  of  the  second  benefit  year  the 
claimant's  earnings  do  not  meet  the  "earnings  test". 
When  a  claimant  is  entitled  to  EUC  based  on  the 
second  benefit  year,  that  determination  does  not  take 
into  consideration  EUC  benefits  previously  paid  based 
on  the  prior  benefit  year. 

Question.   A  claimant  has  deferred  regular  benefit 
rights  on  a  second  benefit  year  to  receive  EUC  based 
on  a  prior  benefit  year  and  the  second  benefit  year 
ends  prior  to  EUC  exhaustion.   The  claimant  has 
potential  regular  entitlement  for  a  new  benefit  year. 
If  the  claimant  elects  to  postpone  regular 
entitlement,  is  the  claimant  allowed  to  continue  to 
receive  EUC  based  on  the  first  benefit  year? 

Answer.   No.   The  claimant's  entitlement  to  EUC  based 
on  the  first  "prior"  benefit  year  ceases  with  the  end 
of  the  benefit  year  of  the  claim  on  which  regular 
benefits  were  deferred.   When  the  second  benefit  year 
ends,  the  provisions  of  Section  102(a)  of  P.L.  102- 
318  apply  with  respect  to  the  claimant's  options. 
Therefore,  when  the  claimant  postpones  establishing  a 
new  benefit  year,  EUC  is  payable  based  on  the 
entitlement  of  the  most  recent  "prior  benefit  year" 
without  regard  to  any  EUC  previously  paid. 
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The  following  questions  pertain  to  individuals  who  were 
ineligible  for  EUC  benefits  prior  to  July  3,  1992,  for 
failure  to  satisfy  the  base  period  "earnings  test." 

1.  Question.   When  a  claimant  who  was  ineligible  for  EUC 
prior  to  July  3,  1992,  because  he/she  failed  to  meet 
the  base  period  earnings  test,  elects  to  postpone  the 
filing  of  a  new  claim  to  establish  a  benefit  year  in 
order  to  file  an  EUC  claim  based  on  that  prior 
benefit  year,  is  the  EUC  entitlement  determined  based 
on  the  level  payable  by  the  State  at  the  time  of  the 
prior  EUC  denial? 

Answer.   No.   In  such  cases,  EUC  entitlement  is  based 
on  the  level  of  benefits  payable  at  the  time  the 
claimant  elected  to  postpone  the  regular  claim. 
Prior  to  July  3,  1992,  this  claimant  did  not  have  a 
valid  EUC  claim  because  of  the  base  period  earnings 
requirement.   He/she  was  not  affected  by  the 
definition  of  an  "exhaustee." 

2.  Question.   When  a  claimant  who  was  ineligible  for  EUC 
prior  to  July  3,  1992,  because  he/she  failed  to  meet 
the  base  period  earnings  test  elects  to  defer  regular 
benefits  to  file  an  EUC  claim  based  on  that  prior 
benefit  year,  is  the  EUC  entitlement  determined  based 
on  the  level  payable  by  the  State  at  the  time  of  the 
prior  EUC  denial? 

Answer.   No.   EUC  entitlement  is  based  on  the  level 
of  benefits  payable  at  the  time  the  claimant  elected 
to  postpone  the  regular  claim.   Although  the  claimant 
in  this  case  has  been  allowed  the  option  to  defer 
benefits,  the  benefit  levels  provided  under  the 
provisions  of  Section  102(b)(2)(B)  of  P.L.  102-318  do 
not  apply  as  such  claimants  were  not  denied  EUC 
benefits  because  of  regular  benefit  entitlement. 

3.  Question.   Prior  to  July  3,  1992,  the  claimant (s)  was 
ineligible  for  EUC  for  failure  to  satisfy  the  base 
period  earnings  test.   After  July  3,  1992,  such  a 
claimant  elects  to  postpone  the  filing  of  a  claim  to 
establish  a  new  benefit  year  or  defer  regular 
benefits  to  file  for  EUC  based  on  the  prior  benefit 
year  or  wants  to  file  an  EUC  claim  under  the  new  base 
period  earnings  requirement.   What  level  of 
entitlement  applies? 

Answer.   The  level  applicable  at  the  time  of  the 
election.   The  claimant (s)  was  ineligible  for  EUC 
prior  to  the  alternative  base  period  earnings  test 
provisions  of  the  July  3  amendments  for  monetary 
reasons,  not  because  of  the  definition  of  an 
"exhaustee. " 
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The  following  questions  pertain  to  Eligibility. 

1.  Question.   When  a  disqualification  has  been  issued 
on  an  EUC  claim  which  was  based  on  a  prior  benefit 
year,  and  the  claimant  has  subsequently  established 
a  new  benefit  year  and  has  been  determined  eligible 
for  regular  benefits  and  has  a  benefit  balance, 
should  the  individual  be  offered  an  EUC  election? 

Answer.   Yes.   However,  if  the  individual  has  not 
satisfied  the  EUC  requalifying  requirement,  no  EUC 
benefits  are  payable.   An  EUC  disqualification 
carries  forth  through  the  entire  EUC  "period  of 
^eligibility"  (i.e.,  11/17/91  through  3/6/93). 

2.  Question.   If  a  claimant  was  in  regular  benefit 
status  for  the  first  week  beginning  after  July  3, 
1992,  must  the  individual's  election  to  defer 
regular  benefits  be  effective  with  that  first  week 
if  notice  of  the  election  is  not  provided  until  a 
later  date? 

Answer.   Yes.   The  election  to  defer  rights  to 
regular  benefits  is  effective  for  week  of 
unemployment  beginning  after  July  3,  1992.   If  an 
individual  is  in  benefit  status  and  does  not  elect 
EUC  effective  with  the  first  week  of  unemployment 
beginning  after  July  3,  1992,  the  individual  has 
elected  to  receive  regular  benefits.   Therefore,  no 
further  election  is  available  under  Section 
102(b)(2)(B)  of  the  UC  Amendments  of  1992. 

3.  Question.   If  an  individual  had  a  benefit  year 
ending  before  July  3,  1992,  with  entitlement  based 
on  non-educational  wage  credits  and  prior  to  July  3 
was  determined  ineligible  because  of  a  "between 
terms  denial"  on  a  second  benefit  year,  does  the 
individual  have  an  election  to  file  an  EUC  claim 
based  on  the  prior  benefit  year? 

Answer .   No.   This  individual  is  not  an  "exhaustee" 
under  the  provisions  of  20  CFR  615  and  has  no  rights 
to  regular  benefits  to  defer  under  the  provisions  of 
Section  102(b)(2)(B)  of  P.L.  102-318.   However,  if 
such  an  individual  has  no  benefit  year  established 
and  has  rights  to  establish  a  new  benefit  year, 
he/she  has  an  election  under  Section  102(a)  of  P.L. 
102-318  (Section  101(f),  EUC  Act). 
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The  following  questions  pertain  to  EUC  to  EB  transition. 

1.  Question.   If  an  EB  period  begins  after  the  EUC 
program  ends  for  initial  claims  (March  6,  1993)  and 
a  claimant  has  a  EUC  balance,  is  the  claimant 
allowed  to  continue  to  receive  EUC,  or  must  he/she 
file  an  EB  claim? 

Answer.   When  an  EB  period  triggers  "on"  in  a  State 
after  March  6,  1993,  the  claimant  is  entitled  to 
receive  the  greater  of  EUC  or  EB.   If  an  EB  period 
triggers  "on"  before  March  6,  1993,  and  the  claimant 
has  EB  entitlement,  no  additional  EUC  benefits  are 
e payable  until  EB  exhaustion  and  the  claimant's  EUC 
account  has  been  reduced,  but  not  below  zero,  by  the 
amount  of  EB  payments  paid. 

2.  Question.   If  an  EB  period  begins  during  an 
individual's  benefit  year  on  the  basis  of  which  the 
claimant  has  already  received  EUC  benefits,  is  the 
claimant  entitled  to  EB  based  on  the  same  benefit 
year? 

Answer.   Yes.   If  a  claimant  has  an  "applicable 
benefit  year"  for  EB  purposes,  entitlement  to  EB  is 
determined  without  regard  to  prior  EUC  payments.   EB 
entitlement  is  not  reduced  by  EUC  benefits. 

The  following  questions  pertain  to  Combined  Wage  Claims. 

1.   Question.   States  were  instructed  in  GAL  4-92, 

Change  4  to  discontinue  charging  transferring  States 
for  EUC  benefits  based  on  combined  wage  claims 
effective  with  payments  issued  on  and  after  July  1, 
1992.   If  a  paying  State  determines  that  some 
charges  to  a  transferring  State  for  one  or  more  of 
the  quarters  ending  December  31,  1991,  March  31, 
1992,  or  June  30,  1992  need  to  be  adjusted  because 
of  a  prior  error  or  subsequent  determination,  what 
procedure  should  the  State  follow? 

Answer.   The  paying  State  will  take  the  necessary 
actions  to  ensure  that  EUC  payments  to  the  claimant 
are  properly  adjusted  and  documented.   The  paying 
State  will  take  no  action  to  notify  a  transferring 
State  of  any  redeterminations,  overpayment 
determinations  or  error  corrections,  etc. 
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Ouestion.   For  benefits  paid  prior* to  July  1,  1992, 
transferring  States  were  responsible  for  accounting 
for  drawdowns  from  the  EUCA  account  to  reimburse 
paying  States  for  EUC  benefits  attributable  to  CWC 
claims.   If  after  July  1,  1992,  paying  States  are 
not  required  to  advise  transferring  States  of 
adjustments  to  EUC  payments  nor  adjust  prior 
charges,  how  will  the  transferring  State  adjust  its 
EUCA  drawdowns  to  reflect  the  correct  payments? 

Answer.   The  documentation  of  the  original  IB-6 
charges  will  remain  in  place  to  justify  the 
transferring  State's  drawdown.   This  documentation 
'will  accurately  reflect  the  transferring  State's 
actions.   The  paying  State's  records  will  accurately 
reflect  the  payments  to  the  claimant  and  any 
adjustments  to  the  EUCA  account. 
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Mr.  Richardson.  At  any  rate,  please  consider  these  administra- 
tive implications  as  these  proposed  changes  are  considered. 

Secondly,  let  me  comment  about  some  of  the  conversation  earlier 
on  the  Federal-State  extended  benefit  program.  I  think  it  is  impor- 
tant to  realize  that  we  are  and  have  been  in  the  midst  of  a  reces- 
sion. I  believe  $25  billion  has  been  paid  out  in  the  current  recession 
in  the  State  unemployment  trust  funds,  at  the  same  time  $17.5  bil- 
lion have  come  in  and  been  collected  in  taxes  for  these  State  unem- 
ployment trust  funds. 

Therefore,  these  reserves  have  dropped  and  those  lower  reserves 
are  driving  the  taxes  of  the  system  up.  I  think  that  is  a  pretty  clear 
explanation  of  why  States  have  not  jumped  at  the  opportunity  to 
place  on  the  books  changes  to  the  permanent  extended  benefit  pro- 
gram. I  am  sure  that  many  States,  when  the  economy  is  strong 
again,  will  be  looking  more  seriously  at  that  particular  proposal. 

I  would  also  like  to  comment  on  the  proposal  of  profiling  and 
early  intervention.  Early  intervention  and  profiling  of  individuals 
that  may  collect  unempWment  compensation  for  a  longer  period  of 
time  and  may  have  a  difficulty  returning  to  work  is  a  positive  step 
toward  an  early  intervention  to  reemployment  and  retraining  of 
these  folks  across  this  country. 

However,  it  is  not  something  that  can  be  done  and  nor  was  it 
done  in  the  State  of  New  Jersey  without  some  investment  in  the 
employment  service  to  administer  the  system  effectively.  We  can't 
provide  the  hollow  promise.  We  cannot  say  we  are  going  to  profile 
your  attributes  to  intervene  so  that  you  may  more  effectively  be  re- 
employed, if  in  fact  we  don't  have  the  administrative  resources,  the 
counselors  and  the  assessment  specialists  in  the  local  job  service  of- 
fices across  this  country  in  order  to  carry  out  that  activity. 

I  would  merely  ask  that,  as  you  consider  the  emergency  unem- 
ployment compensation  prog^ram,  keep  in  mind  the  vital  service 
that  our  public  labor  exchange  provides,  invest  in  that  service.  If 
you  want  early  intervention,  please  consider  providing  sufficient  re- 
sources so  that  intervention  can  be  provided.  We  see  the  employ- 
ment service  in  these  customer  service  centers,  job  centers,  and 
work  force  development  centers  across  this  country  as  the  gateway 
to  reemployment  and  retraining  programs,  and  I  would  urge  you  to 
fund  it  sufficiently. 

My  last  observation  would  be  on  the  issue  of  the  imemplojrment 
compensation  trust  fund  within  the  Federal  budget  treatment.  We 
believe  that  it  is  a  program  that  is  funded  by  employers  for  the 
benefit  of  the  workers  of  the  States.  Yet,  it  is  through  the  unified 
budget  process,  regularly  borrowed  against  to  assist  in  the  other 
general  obligations  of  the  Government. 

In  this  particular  context,  we  have  had  to  have  an  emergency  un- 
employment program  funded  through  general  sources.  We  believe 
that  a  more  truthful  manner  of  handling  the  employment  security 
system  of  this  country  would  be  to  remove  this  trust  fund  from  tJie 
budget.  It  was  set  up  through  the  Social  Security  Act  in  the  1930's 
and  there  is  no  reason  that  it  should  not  be  treated  in  the  same 
manner  that  the  Social  Security  Act  is  at  this  time. 

Thank  you  for  the  opportunity  to  be  here,  and  I  would  be  happy 
to  entertain  any  questions. 

[The  prepared  statement  follows:] 
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TESTIMONY  OF  ANDREW  RICHARDSON,  PRESIDENT-ELECT 
Interstate  Conference  of  Employment  Security  Agencies 

Mr.  Chairman  and  members  of  the  Committee,  my  name  is  Andy  Richardson.  I 
am  Director  of  the  West  Virginia  Department  of  Employment  Programs  and  President- 
elect of  the  Interstate  Conference  of  Employment  Security  Agencies  (ICESA).  ICESA  is 
the  organization  of  state  officials  who  administer  unemployment  compensation  laws,  the 
public  employment  service,  labor  market  information  programs,  and  in  many  states,  job 
training  programs.  Thank  you  for  the  opportunity  to  address  issues  related  to  extension 
of  the  Emergency  Unemployment  Compensation  Program. 

Extension  of  Emergency  Unemployment  Compensation  Program 

Since  late  November  1991,  when  the  Emergency  Unemployment  Compensation 
(EUC)  Act  became  law,  state  employment  security  agencies  have  made  approximately  90 
million  EUC  payments  to  more  than  5  million  unemployed  workers  who  have  already 
received  all  of  the  regular  state  benefits  to  which  they  were  entitled.   My  colleagues 
around  the  country  and  I  are  proud  of  the  work  of  our  staff  in  implementing  EUC.  In 
spite  of  the  complicated  nature  of  the  program  and  the  short  lead-time  to  write 
computer  programs,  develop  procedures  and  forms,  and  train  staff,  the  first  checks  were 
out  promptly  following  enactment. 

As  you  consider  extending  the  Emergency  Unemployment  Compensation  (EUC) 
program,  we  urge  that  you  make  any  extension  as  simple  as  possible.  The  current 
program  is  already  complicated.  The  provision  providing  that  individuals  may  choose  to 
claim  EUC  rather  than  establish  a  new  regular  state  benefits  claim  has  been  especially 
challenging  to  administer.    It  has  been  difficult  to  determine  and  explain  the  options 
available  to  each  individual,  especially  those  who  have  worked  in  more  than  one  state 
and  those  who  are  filing  in  a  state  other  than  the  one  in  which  a  previous  claim  (on 
which  their  potential  EUC  eligibility  is  based)  was  filed.   I  would  like  to  submit  for  the 
record,  a  series  of  questions  and  answers  which  was  provided  to  states  by  the 
Department  of  Labor  to  illustrate  the  complexity  of  this  provision. 

Even  if  this  legislation  moves  expeditiously,  there  will  be  little  lead  time  to 
implement  significant  changes  to  the  program.    In  order  to  prevent  any  disruption  in 
EUC  claims  processing,  we  urge  you  to  consider  the  administrative  implications  of  any 
proposed  changes  to  the  structure  of  the  program. 

ICESA  has  testified  before  this  Committee  on  a  number  of  occasions  supporting 
repeal  of  the  federal  terms  and  conditions  of  eligibility  for  the  permanent  federal-state 
extended  benefits  program  which  have  also  been  required  for  eligibility  for  EUC.  These 
terms  and  conditions  are  scheduled  to  be  suspended,  begiiming  March  7,  1993,  for  two 
years  with  respect  to  the  extended  benefits  program.   We  urge  you  to  ensure  that  the 
suspension  also  applies  to  any  extension  of  EUC. 

Federal-State  Extended  Unemployment  Compensation  Program 

During  the  recent  period  of  high  unemployment.  Emergency  Unemployment 
Compensation  has,  in  practice,  replaced  the  permanently  authorized  Extended  Benefits 
(EB)  program  which  is  financed  jointly  by  the  states  and  the  federal  government. 
Legislation  enacted  last  year  provides  each  state  the  option  of  establishing  new  triggers 
for  extended  benefits,  effective  March  7,  1993,  which  are  based  on  the  three  month 
moving  average  total  unemployment  rate.    As  you  know,  no  state  has  yet  enacted 
legislation  to  establish  those  triggers. 

In  FY  1992,  states  collected  $17.6  billion  in  state  unemployment  taxes  and  paid 
$25.6  billion  in  benefits,  drawing  down  net  reserves.   As  the  economy  recovers,  higher 
state  unemployment  tax  rates  in  most  states  as  well  as  increased  employment  will  bring 
in  additional  revenues  to  rebuild  reserves.  This  is  precisely  how  the  unemployment 
compensation  program  is  designed  to  work  against  the  economic  cycle.  However,  a 
period  when  unemploymeiit  taxes  are  going  up  to  rebuild  reserves  is  a  difficult  time  for 
states  to  consider  taking  on  the  increased  financial  obligations  which  the  optional  triggers 
would  require. 
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ICESA  supports  an  increase  in  the  federal  share  of  EB.   Since  the  federal 
government  has  the  predominant  role  in  determining  the  extent  to  which  extended 
benefits  are  available,  it  seems  fair  that  the  federal  government  should  bear  the  primary 
financial  responsibility. 

Identifying  Dislocated  Workers 

The  proposed  extension  of  EUC  makes  additional  funds  available  to  identify, 
through  computer  based  profiling,  those  unemployed  workers  who  are  not  likely  to 
return  to  their  previous  jobs  or  occupations.     Most  states  make  efforts  to  identify  these 
individuals  already,  but  would  welcome  federal  assistance  to  improve  current  techniques. 

Research  has  shown  that  early  intervention  is  the  key  to  success  in  helping 
dislocated  workers  adjust  to  a  changing  economy.   Identifying  dislocated  workers   is  only 
the  first  step  and  one  that  could  raise  expectations  that  cannot  be  fulfilled  unless 
additional  resources  are  made  available  for  reemployment  assistance. 

In  real  terms-staff  levels  and  purchasing  power-funding  for  the  system  of  public 
employment  offices,  through  which  unemployment  benefits  are  paid,  has  been  cut  in  half 
since  1982.     In  1980  the  ratio  of  employment  service  staff  to  the  civilian  labor  force  was 
about  1:3,600;  today  it  is  about  1:7,500.   Many  offices  no  longer  have  staff  to  do  skills 
assessment  or  counseling,  the  type  of  services  that  dislocated  workers  are  most  likely  to 
need.    Unless  resources  are  piade  available  to  beef  up  these  services,  a  new  program  to 
identify  dislocated  workers  will  offer  them  only  an  empty  promise. 

Since  amendments  to  the  Wagner-Peyser  Act  in  1982,  states  have  been  given 
much  less  money  but  a  great  deal  of  flexibilify  in  how  employment  services  are  provided. 
Recognizing  that  it  is  often  difficult  for  unemployed  workers  to  learn  about  the  various 
public  and  private  employment  and  training  services  available,  states  have  been  moving 
to  link  with  other  state  agencies  to  provide  the  best  service  possible  within  their  funding 
constraints.  In  many  states,  employment  services  and  unemployment  insurance  are 
located  in  "community  service  centers"  or  "work  force  development  centers"  along  with 
other  labor  and  social  welfare  services.     We  believe  that  the  employment  service  should 
be  the  entry  point-the  gateway-to  a  variety  of  employment,  training,  and  other  work 
force  development  services. 

Unemployment  Trust  Fund 

Mr.  Chairman,  I  would  like  to  take  this  opportunity  to  call  your  attention  to  a 
matter  which  is  of  critical  importance  to  the  workers  and  businesses  of  this  country:  the 
Unemployment  Trust  Fund  and  the  treatment  of  that  trust  fund  in  the  federal  budget. 

During  the  debate  over  whether  and  how  to  "pay  for"  the  first  emergency 
unemployment  benefits  bill,  it  became  clear  that  federal  budgetary  accounting  for  the 
Unemployment  Trust  Fund  is  inconsistent  with  its  purpose:  to  accumulate  reserves  in 
good  times  and  pay  those  out  during  periods  of  economic  distress.   Ultimately,  new 
revenues  were  found  to  offset  the  cost  of  the  benefits,  even  though  about  $8  billion  in 
payroll  taxes  had  accumulated  in  the  trust  fund  for  the  purpose  of  paying  extended 
benefits  during  recessions. 

This  perverse  budgetary  treatment  has  restricted  badly  needed  administrative 
funding  for  employment  and  unemployment  programs  as  well.  A  laborious  process  to 
obtain  supplemental  funding  was  necessary  in  the  early  months  of  the  recession,  when 
lines  stretched  out  the  doors  of  local  employment  offices  in  many  states.   Although 
emergency  funds  were  finally  appropriated,  it  was  a  struggle  to  obtain  those  funds,  even 
though  more  than  sufficient  dollars  were  available  in  the  Unemployment  Trust  Fund  in 
an  account  maintained  for  that  specific  purpose. 
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The  federal  unemployment  tax  is  levied  to  finance  administration,  extended 
benefits,  and  loans  to  states  with  depleted  benefit  payment  accounts.   Funds  for  these 
purposes  should  be  accessible  when  and  at  the  levels  needed.  Decisions  about  changes 
to  the  structure  of  the  unemployment  compensation  program  or  its  financing  should  be 
made  on  their  merits,  not  to  reduce  the  general  fund  deficit  or  as  an  offset  for  other 
federal  spending. 

We  urge  you  to  take  steps  immediately  to  reform  the  federal  budget  treatment  of 
the  Unemployment  Trust  Fund. 

Conclusion 

Thank  you  for  the  invitation  to  present  our  views.  I  would  be  pleased  to  answer 
any  questions  you  may  have. 
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Mr.  KOPETSKI.  Thank  you,  Mr.  Richardson. 

We  will  go  through  the  panel  first,  and  so  we  will  now  turn  to 
Mr.  Cunningham. 

STATEMENT  OF  WILLIAM  J.  CUNNINGHAM,  LEGISLATIVE  REP- 
RESENTATIVE, AMERICAN  FEDERATION  OF  LABOR  AND 
CONGRESS  OF  INDUSTRIAL  ORGANIZATIONS 

Mr.  Cunningham.  Thank  you,  Mr.  Chairman. 

I  am  from  New  Jersey,  so  I  will  speak  a  little  fast. 

Let  me  point  out,  Mr.  Chairman,  that  one  phrase  that  is  used 
over  and  over  really  bothers  me.  I  think  a  "iobless  recovery  is  an 
oxymoron."  It  makes  no  sense,  from  a  social  or  political  point  of 
view.  If  this  economy  does  not  create  jobs  in  the  next  2  or  3  years, 
the  consequences  will  not  only  be  seen  at  the  polls,  but  the  aevas- 
tation  of  millions  of  lives  within  this  country. 

As  you  pointed  out,  Mr.  Kopetski,  the  unemployment  compensa- 
tion system  is  not  only  an  income  maintenance  system,  it  also 
helps  communities.  That  is  why  it  is  countercyclical  and  that  is 
why  it  was  developed. 

Let  me  point  out  why  I  think  the  problem  is  going  to  be  much 
bigger  than  anyone  thinks,  and  this  extension  is  not  going  to  solve 
it.  When  this  extension  was  first  proposed,  the  proposal,  the  2-year 
proposal  was  for  $3.1  billion.  After  the  recalculation,  the  2-year 
proposal  is  $5.6  billion.  What  this  means  is  that  long-term  unem- 
plovment  is  going  to  last  well  into  1993  and  well  into  1994.  That 
is  firightening.  It  nas  to  be  turned  around.  We  are  hopeful  that  the 
President's  program  will  do  that. 

Let  me  point  out  about  the  $16  billion  surplus  that  is  in  the 
State  trust  funds  that  everybody  wants  to  tap  into.  What  has  not 
been  said  in  this  hearing  this  morning  is  that  those  States  that 
have  the  highest  unemployment  don't  have  surpluses  in  the  trust 
fund.  They  would  have  to  borrow  and  pay  interest  on  the  borrow- 
ing. One  State,  for  example,  I  know  is  now  bonding  their  shortfalls, 
so  they  don't  have  to  come  to  the  Federal  Government  by  pla5nng 
the  arbitrage  game. 

Let  me  also  point  out  something  else.  We  would  support  the  ex- 
tension of  this  program,  but  we  would  be  remiss  if  we  didn't  point 
out  that  1.4  million  working  Americans  have  exhausted  all  benefits 
under  the  extended  benefits  program.  They  are  not  covered  under 
this  bill  but  they  have  to  be  remembered  and  this  economy  has  to 
turn  around. 

No  one  mentioned  the  problem  that  maybe  these  unextended  un- 
employment benefits  programs  encourage  people  to  stay  out  of 
work.  There  is  a  study  done  by  the  Busn  Labor  Department  that 
is  referred  to  in  my  testimony,  and  this  committee  has  to  remem- 
ber that  the  replacement  rate  for  unemployment  compensation  is 
one-third  of  prior  wages,  so  I  don't  think  there  are  many  working 
men  and  women  who  "live  off  UC."  Also,  UC  is  subject  to  total  tax- 
ation. 

Let  me  point  out,  Mr.  Chairman,  I  think  that  the  real  problem 
in  the  extended  benefits  program  really  requires  a  substantive 
change.  This  voluntary  total  unemployment  rate  (TUR)  is  not  going 
to  happen  in  my  lifetime  or  your  lifetime.  It  doesn't  take  a  genius 
to  know  that  if  you  can  get  something  for  100  percent,  you  are  not 
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going  to  pay  50  percent.  You  know  the  States  are  just  not  going 
to  do  it. 

We  would  suggest  that  when  you  review  the  entire  program,  we 
hope  you  woula  do  it,  because  I  think  it  is  a  fatally  flawed  pro- 
gram, that  you  would  make  the  TUR  the  only  trigger  for  the  per- 
manent extended  benefits  program.  The  lUR,  whicnis  basically  the 
operational  trigger  right  now,  has  only  triggered  in  Puerto  Rico. 
Now,  most  States  figure  that  they  are  doing  a  little  bit  worse  than 
that,  but  there  are  other  things  that  have  to  be  looked  at. 

Coverage — since  Mr.  Kopetski  and  Mr.  Payne  are  new  members 
of  the  committee,  you  have  to  remember  when  this  recession  start- 
ed, the  unemployment  compensation  program,  which  is  supposed  to 
kick  in,  onlv  covered  one-third  of  the  unemployed  workers  the  first 
2  years  of  the  program.  The  only  reason  that  the  coverage  has  gone 
up  is  because  of  this  Federal  program.  What  that  means  is  that  the 
unemployment  compensation  program,  the  first  26  weeks  does  not 
act  as  the  countercyclical  program  that  you  designed  it  for.  Remem- 
ber it  was  designed  in  1935  and  it  requires  some  significant  fine 
tuning.  We  believe  that  coverage  issues  should  be  addressed. 

I  mentioned  what  we  thought  should  happen  in  the  regular  ex- 
tended benefits  program,  that  TUR  should  be  addressed.  The  un- 
employment benefit  levels  we  think  are  inadequate  and  they 
should  be  addressed.  State  solvency  issues  have  to  be  addressed. 
We  have  to  look  at  basically  those  issues.  Those  States  with  very, 
very  high  unemployment  rates  basically  are  not  solvent  right  now. 
The  wage  base  has  to  be  increased,  we  believe,  not  now  during  a 
recession,  but  after  the  recession  is  over. 

And  we  would  be  remiss  if  we  didn't  say  God  bless  Bob  Reich, 
that  they  are  going  to  do  all  of  these  wonderful  things  with  the 
State  employment  service.  The  history  of  the  State  employment 
service  over  time  has  been  a  budget  cutter.  Money  in  the  trust  fiind 
for  the  State  employment  service  as  it  ^oes  through  the  appropria- 
tions process,  not  through  this  committee,  is  basically  cut  over 
time. 

It  is  our  view  that  the  $23  million  hopefully  all  spent  and  hope- 
fiilly  modeled  on  the  New  Jersey  program  will  do  all  sorts  of  won- 
derful things,  but  I  will  bet  you  dollars  to  donuts,  when  you  get 
through  the  budget  process,  the  money  available  for  your  State  em- 
ployment programs  will  be  cut  and  it  is  something  that  this  com- 
mittee, even  though  they  have  jurisdiction  over,  has  to  focus  its 
mind  on.  because  if  this  is  the  first  level  of  defense,  that  is  not 
going  to  oe  there. 

Mr.  Chairman,  we  do  support  the  extension  of  the  EUC  program, 
and  I  am  sorry  I  took  so  long. 

[The  prepared  statement  follows:] 
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SUBMITTED  STATEMENT  BY 

WILLIAM  J.  CUNNINGHAM,  LEGISLATIVE  REPRESENTATIVE 

ON  BEHALF  OF  THE  AMERICAN  FEDERATION  OF  LABOR  AND 

CONGRESS  OF  INDUSTRIAL  ORGANIZATIONS  BEFORE 

THE  SUBCOMMITTEE  ON  HUMAN  RESOURCES 

OF  THE  HOUSE  WAYS  AND  MEANS  COMMITTEE 

ON  EXTENDED  UNEMPLOYMENT  COMPENSATION 


February  18,  1993 


Mr.  Chairman,  the  AFL-CIO  appreciates  this  opportunity  to  testify  in  support  of  a 
continuation  of  the  Extended  Unemployment  Compensation  program  through  to  the  end  of  the 
current  fiscal  year. 

Unemployment  is  still  very  high  by  any  standards.  There  are  9  million  people 
unemployed  according  to  the  official  Bureau  of  Labor  Statistics  reports.  But  there  are  another 
1  million  "discouraged  workers"  who  cannot  find  jobs  and  have  dropped  out  of  the  labor  force, 
and  there  are  another  6  million  workers  who  want  full-time  jobs  and  full-time  paychecks  but  can 
find  only  part-time  work. 

In  fact,  the  labor  force  now  is  smaller  than  it  was  three  months  ago.  If  we  had  normal 
labor  force  growth  ~  instead  of  the  disguised  unemployment  of  discouraged  workers  giving  up 
a  fruitless  search  for  non-existent  jobs  -  we  would  have  an  unemployment  rate  up  over  8 
percent.  In  fact,  with  16  million  workers  suffering  total  or  partial  unemployment  rate,  one  out 
of  every  eight  workers  is  jobless  or  suffering  reduced  income  loss. 

Unemployment  compensation  helps  support  jobless  workers  and  their  families  -  but  it 
also  serves  the  business  community  by  maintaining  aggregate  consumer  buying  power  which 
supports  sales,  production,  and  income  for  business.  Unemployment  compensation  payments 
stabilize  and  stimulate  the  American  economy. 

Unfortunately,  only  half  of  the  workers  who  are  officially  unemployed  are  getting  any 
kind  of  unemployment  compensation.  About  3.5  million  jobless  workers  are  getting  regular 
unemployment  insurance  (UI)  benefits.  But  another  1.5  million  long-term  jobless  workers 
depend  on  the  current  Extended  Unemployment  Compensation  (EUC)  program  which  is  now 
scheduled  to  expire  on  March  6,  1993. 

The  extent  of  this  problem  can  be  seen  by  the  increase  of  the  revenue  estimate  for  this 
proposal.  The  first  estimate  was  $3. 1  billion  and  the  most  recent  estimate  is  $5.6  billion.  What 
this  illustrates  is  that  long-term  unemployment  will  continue  at  high  and  unacceptable  rates 
throughout  1993. 

The  regular  state  Extended  Benefit  (EB)  programs  remains  ineffective  to  meet  the  income 
support  needs  of  long-term  unemployed  workers.  Last  year  Congress  enacted  legislation  that 
provided  states  the  option  to  use  the  TUR  (Total  Unemployment  Rate)  as  opposed  to  the  lUR 
(Insured  Unemployment  Rate)  as  the  basis  for  the  regular  EB  program.  However,  since  the 
regular  EB  program  is  50%  state  financed,  budget  pressures  precluded  use  of  this  option.  No 
state,  to  our  knowledge,  is  considering  this  needed  change.  The  regular  EB  program  does  not 
work.  Even  now  during  this  prolonged  job  recession  only  Puerto  Rico  would  be  triggered  on 
the  regular  EB  program.  This  strengthens  our  view  that  the  TUR  should  be  the  only  trigger  for 
the  regular  EB  program. 

In  1991  there  were  3.5  million  jobless  workers  who  exhausted  their  regular  state  UI 
benefits.  In  1992  this  total  dropped  but  it  was  still  very  high,  about  2.5  million  workers.  On 
top  of  these  workers,  another  1.4  million  have  exhausted  their  emergency  extended  benefits. 

Some  argue  that  an  extended  UI  program  encourages  workers  not  to  look  for  jobs.  A 
1990  study  of  exhaustees  by  Mathematica  found  very  little  if  any  work  disincentive  effects  for 
receipt  of  UI  payments.  The  report  found  that  60  percent  of  UI  exhaustees  were  still 
unemployed  10  weeks  after  exhausting  their  UI  benefits. 
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A  summary  of  the  Mathematica  report  in  the  House  Ways  and  Means  Committee's  1992 
Green  Book  notes  that: 

"The  work  disincentive  effect  did  not  appear  to  be  a  dominating  factor  in  explaining  the 
exhaustion  of  Ul  benefits.  Most  workers  who  exhausted  their  Ul  benefits  were  still  unemployed 
more  than  a  month  after  receiving  their  final  Ul  payment,  and  a  majority  were  still  unemployed 
two  months  after  receiving  their  final  Ul  payment.  Moreover,  workers  who  found  jobs  after 
exhausting  their  Ul  benefits  were  generally  receiving  lower  wages  than  on  their  pre-UI  jobs. 
Neither  result  is  consistent  with  strong  disincentive  effects." 

This  study  combined  with  the  fact  that  Ul  benefits  are  less  than  40%  of  prior  wages  for 
workers  argues  strongly  that  workers  are  not  abusing  Ul.  The  AFL-CIO  strongly  urges  you  to 
continue  the  EUC  program  through  October  1,  the  end  of  the  1993  fiscal  year,  as  a  minimum 
necessary  step  to  meet  the  income  support  needs  of  long-term  jobless  workers  who  have 
exhausted  their  regular  state  Ul  benefits. 

In  fact,  it  is  clear  that  unemployment  will  remain  high  and  persistent  beyond  October  1. 
The  Congressional  Budget  Office  estimates  unemployment  will  average  7. 1  percent  in  1993  and 
6.6  percent  in  1994.  The  latest  unemployment  report  from  the  Bureau  of  Labor  Statistics  shows 
that  some  2  million  workers  have  now  been  jobless  for  27  weeks  or  more. 

We  would  like  to  see  the  EUC  program  continued  until  at  least  60  days  after  the  national 
unemployment  rate,  based  on  a  three-month  moving  average,  falls  below  6  percent.  This  would 
prevent  triggering  off  EUC  too  soon. 

We  support  the  Clinton  Administration's  proposal  to  link  EUC  payments  to  job- 
counseling,  job-search,  and  job  training  services  for  the  workers  receiving  EUC  benefits.  We 
approve  of  this  effort,  but  we  urge  the  need  for  additional  resources  to  make  these  goals 
effective.   The  resources  are  not  now  available. 

The  AFL-CIO  has  long  called  for  comprehensive  reform  of  the  present  federal-state 
unemployment  insurance  system.  In  the  long  run,  the  system  should  be  federalized,  with 
appropriate  worker  protections,  so  that  it  will  operate  with  consistency  and  fairness. 

Given  the  changes  in  the  work  force,  the  frequent  job  dislocation,  it  is  obvious  that  the 
UC  system,  designed  for  the  most  part  in  the  1935  Social  Security  Act,  needs  to  be  overhauled. 

Federal  minimum  benefit  and  eligibility  standards  are  desperately  needed  to  better  protect 
jobless  workers  and  their  families. 

COVERAGE 

Currently  50%  of  unemployed  workers  are  receiving  benefits.  Yet  in  the  recession  year 
of  1989  only  33%  received  benefits  and  1990  37%.  In  1991-92  there  were  almost  41%  and 
50%  because  of  the  EUC  bill. 

By  contrast,  during  the  1975  recession  75  percent  of  the  unemployed  were  getting  Ul 
benefits.  Many  of  these  workers  have  years  of  work  experience  but  are  denied  benefits  because 
of  restrictive  eligibility  requirements. 

A  variety  of  sophisticated  econometric  studies  will  give  you  various  reasons  for  this 
decline  in  the  proportion  of  jobless  workers  getting  Ul  payments.  Changes  in  the  geographic, 
industrial,  and  demographic  make-up  of  the  work  force  are  among  these  reasons.  But  one  of 
the  most  important  reasons  is  that  too  many  state  legislators  and  too  many  state  Ul 
administrators  adopt  the  employers'  view  that  it  is  more  important  to  keep  Ul  taxes  low  and  Ul 
eligibility  restrictions  high  rather  than  to  help  unemployed  workers  and  their  families  with 
adequate  Ul  payments. 
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UI  BENEFIT  LEVELS 

Even  those  jobless  workers  lucky  enough  to  get  UI  benefits  do  not  do  very  well.  They 
end  up  getting  an  average  of  little  more  than  one-third  of  their  previous  earnings.  That  is 
certainly  not  substantial  replacement  of  wage  income  and  it  is  far  less  than  the  50%  average 
recommended  by  the  National  Commission. 

The  average  weekly  UI  benefit  was  $169  a  week  in  1991 .  This  is  only  37  percent  of  the 
$466  average  weekly  wage  in  covered  employment. 

As  you  will  note  on  the  table  which  I  have  attached  to  my  testimony,  there  is  a  wide 
range  of  maximum  and  average  weekly  UI  benefits  among  the  various  states.  But  in  all  states, 
the  average  weekly  benefit  is  far  below  the  average  weekly  wage  in  covered  employment. 
There's  simply  not  enough  replacement  of  workers'  wage  income  to  maintain  a  decent  standard 
of  living.  We  believe  benefits  should  be  at  least  50  percent  of  a  worker's  previous  wage,  up 
to  a  maximum  of  67  percent  of  the  state's  average  weekly  wage. 

Our  unemployment  system  is  a  federal/state  system.  State  legislatures  decide  how  big 
UI  benefits  will  be,  how  long  benefits  are  paid,  who  is  eligible,  and  how  much  employers  will 
pay  in  state  UI  tax.  It  should  be  no  surprise,  therefore,  that  employers  are  very  successful  in 
keeping  state  UI  eligibility  standards  very  restrictive,  so  that  few  people  will  qualify  for  UI 
benefits.  And  it  is  no  surprise  that  employers  successfully  press  for  low  UI  taxes,  low  UI 
benefits  and  short  duration  of  UI  payments. 

EXTENDED  BENEFITS 

While  we  support  an  extension  of  EUC,  the  UI  system  does  not  effectively  copte  with 
long-term  unemployment.  Almost  one-third  of  those  who  do  get  UI  payments  exhaust  their 
benefits  before  they  find  a  job.  Unrealistic  and  unworkable  triggers  for  extended  benefits  have 
the  effect  of  denying  benefits  to  most  long-term  unemployed  workers.  As  mentioned  before, 
this  present  formula  should  be  changed. 

The  existing  Insured  Unemployment  Rate  (lUR)  trigger  for  activating  extended 
unemployment  compensation  benefits  is  unrealistic  and  unworkable.  No  states  now  are  triggered 
"on"  for  extended  benefits.  The  effect  of  the  present  extended  benefits  trigger  is  to  deny 
benefits  to  most  long-term  unemployed  workers. 

The  lUR  is  far  below  the  Total  Unemployment  Rate  (TUR);  and,  therefore,  the  lUR  is 
a  poor  indicator  of  the  level  of  unemployment.  Furthermore,  the  lUR  is  excessively  and 
wrongly  stable  when  the  TUR  goes  up.  The  lUR  simply  fails  to  reflect  current  conditions  of 
unemployed. 

If  triggers  must  be  used  to  determine  when  a  state  can  activate  extended  unemployment 
benefits,  then  the  Total  Unemployment  Rate  is  the  obvious  and  logical  measure. 

STATE  SOLVENCY 

Unfortunately  state  trust  fund  accounts  from  which  UI  benefits  are  paid,  are  in  terrible 
shape  to  deal  with  recession  and  high  unemployment.  The  General  Accounting  Office  has 
detailed  for  this  Subcommittee  the  failure  of  many  states  to  accumulate  sufficient  reserves  during 
the  years  of  economic  growth  to  pay  UI  benefits  during  recession  years.  The  GAO  noted  that 
a  severe  recession  in  1991  will  force  22  states  to  borrow  more  than  $17  billion  to  keep  up  their 
UI  benefit  payments. 

The  May  1990  GAO  report  warned  that  the  probable  result  of  state  UI  trust  fund 
insolvency  in  1991  would  be  (1)  intensified  action  by  the  states  to  make  it  more  difficult  for 
workers  to  qualify  for  UI  benefits;  (2)  continued  state  action  to  restrict  the  size  and  duration  of 
UI  benefits;  and  (3)  perhaps  even  higher  state  UI  taxes  on  employers. 
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All  these  actions  in  time  of  recession  would  be  contrary  to  the  two  key  purposes  of  the 
unemployment  systems:  First,  to  provide  cash  benefits  and  income  support  to  unemployed 
workers;  and  second,  to  help  stabilize  the  economy  during  recession  by  helping  to  maintain 
consumer  buying  power. 

For  many  states  this  problem  will  be  very  serious  since  they  may  not  be  able  to  repay 
the  loan  during  the  current  fiscal  year  and  will  be  required  to  pay  interest  on  the  outstanding 
debt. 

STATE  UNEMPLOYMENT  COMPENSATION  &  EMPLOYMENT  SERVICES 

Yet  another  UI  problem  relates  to  appropriations  and  inadequate  funding  provided  by  the 
federal  government  for  administration  of  state  unemployment  insurance  and  employment 
services.  The  tragic  effect  of  this  under-funding  for  administration  at  the  state  level  is  a 
reduction  of  ser.'ices  to  jobless  workers  at  a  time  when  they  are  most  in  need. 

Administrative  funding  shortfalls  and  instability  in  local  offices  serving  unemployed 
workers  have  grown  in  recent  years.  Offices  are  closed,  hours  of  service  are  shortened,  and 
experienced  UI  staff  are  laid  off.  This  makes  it  increasingly  difficult  for  jobless  workers  to 
collect  the  UI  benefits  to  which  they  are  entitled  and  to  receive  the  counseling  and  assistance  to 
help  them  become  reemployed. 

I  recognize  that  administrative  funding  for  the  UI  system  is  not  a  direct  problem  before 
this  Subcommittee,  but  we  urge  the  Congress  to  take  action  necessary  to  keep  the  system 
operating  effectively  in  getting  UI  payments  to  jobless  workers  in  time  of  personal  and  family 
crisis. 

We  recognize  that  major  reform  may  have  to  wait  on  recommendations  from  the  new 
Advisory  Commission  on  Unemployment  Compensation  which  Congress  called  for  in  extending 
EUC  in  1992.  We  expect  that  the  Clinton  Administration  will  move  promptly  to  complete  this 
Council  and  will  given  careful  attention  to  its  recommendation. 

Mr.  Chairman,  we  appreciate  your  attention  and  the  interest  of  this  Subcommittee  in 
meeting  the  income  support  needs  of  jobless  workers  and  their  families.  Your  action  in 
extending  the  EUC  program  will  help  people  and  will  help  stabilize  and  stimulate  the  American 
economy.  The  AFL-CIO  is  ready  to  help  you  in  any  way  we  can  in  this  effort  and  future  efforts 
to  reform  the  UI  system. 
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Mr.  KOPETSKI.  Mr.  Cunningham,  you  were  perfect  in  your  timing 
and  it  was  excellent  testimony. 
We  will  now  turn  to  Mr.  Soroka. 

STATEMENT  OF  ALEX  SOROKA,  UNEMPLOYED  GRAPHIC 
ARTIST,  PHILADELPHIA  UNEMPLOYMENT  PROJECT 

Mr.  Soroka.  Thank  you,  Mr.  Chairman  and  other  members  of 
the  committee. 

My  name  is  Alex  Soroka  and  I  am  here  to  represent  myself  and 
other  Philadelphia  Unemployment  Project  and  other  unemployed 
workers  across  America. 

I  just  want  to  say  that  most  people  who  are  out  of  work  do  want 
to  work  and  do  want  to  have  a  job.  I  worked  for  a  company  for  14 
years.  I  started  working  for  a  professor  of  mine  once  I  left  college, 
and  together  we  formulated  a  communications  company  in  artificial 
production,  and  over  10  years,  we  developed  that  into  I  would  say 
a  thriving  company,  which  the  2  of  us  made  it  into  20  employees 
doing  over  $1  million  a  year. 

We  had  a  little  bit  of  a  double  whammy  in  that  process,  where 
we  went  through  some  different  technology  changes  from  computer 

fraphics  and  had  to  change  from  our  conventional  form  of  doing 
usiness,  and  from  going  in  as  production  manager,  I  moved  into 
a  sales  role  for  the  first  time.  For  the  most  part,  I  used  my  people 
skills  to  go  off  and  bring  a  lot  of  work  in,  and  tnat  goes  back  into 
1988  and  1989,  when  I  was  doing  fairly  well. 

When  the  recession  hit  and  there  was  no  more  money  for  slides 
or  graphics,  companies  started  to  change  the  way  they  do  business. 
Since  there  is  no  work  out  there  to  be  gotten  from  businesses,  com- 
panies started  scaling  back  their  presentations.  Companies  that  we 
used  to  do  national  sales  meetings  for  year  after  year  were  can- 
celed, things  were  just  put  on  hold,  and  with  the  new  technology, 
in  order  to  save  money,  a  lot  of  companies  started  to  bring  in  pro- 
grams to  enable  them  to  do  things  in-house.  So  it  became  very, 
very  hard  to  start  bringing  in  a  lot  of  work. 

During  the  sales  calls  during  recession  times,  it  became  very  dis- 
couraging for  somebody  on  the  phone,  because  you  started  hearing 
all  kinds  of  new  words,  such  as  down-sizing,  job  eliminating.  People 
who  had  $100,000  budgets  behind  them  were  no  longer  employed, 
no  longer  there  to  even  make  calls  to. 

With  that  and  the  economy,  I  was  put  into  a  position  which  I 
thought  I  never  would  be  put  into,  and  that  was  without  work, 
without  a  job.  It  is  a  different  world  out  there,  when  you  have  been 
working  14  years  and  thinking  you  are  doing  verv  well  at  what  you 
are  doing,  and  you  realize  that  everybody  out  there  is  also  afraid 
of  losing  their  job  and  there  are  no  jobs  out  there  to  be  given  out. 

Sending  out  resumes  and  going  through  the  papers  and  calling 
contacts,  you  know,  the  things  that  you  near  is  "your  resume  is  1 
of  800."  Triere  are  no  jobs  there.  I  am  just  trying  to  keep  busy  and 
to  hold  onto  my  job.  It  is  pretty  discouraging  to  be  out  in  this  mar- 
ket right  now. 

I  am  here  to  commend  President  Clinton  for  his  proposal  to  ex- 
tend the  emergency  unemployment  compensation  program,  because 
it  is  going  to  help  a  lot  of  people  who  are  out  of  work,  because  of 
economic  circumstances  that  are  totally  beyond  their  control,  al- 
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though  his  program  as  it  stands  now  is  not  going  to  help  people 
whose  benefits  are  running  out. 

I  only  have  one  check  to  go,  and  this  program  right  now  is  not 
going  to  help  me.  I  believe  it  is  very  important.  In  1992,  benefits 
were  at  59  weeks.  Unemployment  was  7.1  percent  and  it  is  still  7.1 
percent,  and  46  weeks  at  this  point  is  still  not  enough  time  in  this 
economy. 

One  thing  that  I  really  would  like  to  stress  right  now  is  that  we 
need  to  give  Clinton's  plan  a  chance  to  work  and  we  need  to  pick 
up  the  1.5  million  people  who  have  run  out  of  their  benefits  since 
1992  and  provide  at  least  an  additional  13  weeks  in  addition  to  the 
extension.  People  right  now  are  losing  everything.  We  need  more 
time  for  this  economy  to  start  creating  jobs.  There  are  no  jobs  out 
there. 

I  guess  my  time  is  up. 

['file  prepared  statement  follows:] 
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Testimony  of  Alex  Soroka 

of  the 

Philadelphia  Unemployment  Project 

Before  the  House  Ways  and  Means  Committee 

Thursday,  February  18,  1993 


Good     morning      Chairman     Rostenkowski      and     members      of      the 

Committee. 

My  name  is  Alex  Soroka  and  I  am  from  Philadelphia, 
Pennsylvania.  I  am  here  today  not  only  to  represent  myself  but  the 
Philadelphia  Unemployment  Project  and  unemployed  workers  from 
across  America.  My  personal  story  is  one  that  is  not  that 
different  from  those  of  millions  of  others  who  are  unable  to  share 
their  situation  with  this  Committee. 

After  14  years  of  devoting  my  life  to  a  company  I  am  now  out 
of  a  job.  After  completing  college  I  went  to  work  for  a  professor 
of  mine  and  together,  over  ten  years,  we  built  a  corporate 
communication  company.  Telegraphies,  Inc.  It  was  grossing  over  $1 
million  a  year  and  employing  over  twenty  people  as  of  1989.  I  was 
the  Production  Manager  of  the  company  and  oversaw  the  production 
of  business  presentations,  slide  shows,  audiovisual  productions  and 
so  on.  I  was  also  responsible  for  billing  and  customer  service. 
I  was  making  close  to  $40,000  a  year. 

Then  computer  graphics  began  to  take  the  place  of  conventional 
technology  in  our  industry.  As  technology  changed  and  work  began 
to  slow  down  I  needed  to  use  my  people  skills  and  moved  into  sales 
in  1988. 

My  first  year,  I  had  record  sales.  In  1989  I  did  very  well 
also.  Then  the  recession  hit  and  it  started  to  get  harder  and 
harder  to  bring  in  work.  Companies  no  longer  had  the  money  they 
once  had  to  make  presentations  to  prospective  clients.  National 
sales  meetings  that  we  used  to  prepare  visuals  for  year  after  year 
were  cancelled.  Most  companies  scaled  back  their  presentations. 
To  save  money  companies  were  starting  to  buy  programs  that  let  them 
create  their  graphics  in-house. 

While  I  was  making  my  sales  calls  I  began  to  learn  all  kinds 
of  new  words  -  downsizing,  rightsizing,  job  eliminating.  I  called 
good  people  that  I  had  worked  with  for  years  and  they  were  no 
longer  there.  People  who  had  were  responsible  for  communication 
budgets  of  over  $100,000  per  year  were  job  eliminated. 

For  some  reason  I  thought  this  would  not  happen  to  me.  Well 
it  did,  right  in  the  middle  of  the  recession.  I  was  thrown  into 
a  new  world  where  it  seems  that  everyone  is  afraid  of  losing  their 
job  and  there  are  so  few  jobs  to  be  given  out. 

I  can  tell  you  that  it  is  a  tough  process  looking  for  new 
employment  -  resume  after  resume,  trips  to  the  library,  newspaper 
after  newspaper  and  calls  to  old  contacts.  What  you  hear  is:  "Your 
resume  is  one  of  800"  or  "No  jobs  here"  or  "I  am  just  trying  to 
keep  myself  busy  so  I  can  hold  onto  my  job."  I  have  applied  for 
well  over  fifty  jobs  and  have  had  only  five  interviews.  It's  hard 
to  even  find  places  to  send  my  resume.  There  are  no  jobs  out 
there. 

My  situation  is  just  one  example  of  what  is  going  on  in  this 
country.  I  would  like  to  commend  President  Clinton  for  calling  for 
a  continuation  of  the  current  Emergency  Unemployment  Compensation 
program.  I  think  he  realizes  how  hard  it  is  for  those  of  us  who 
have  been  thrown  out  of  work  due  to  economic  circumstances  totally 
beyond  our  control. 
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However,  we  are  concerned  about  the  millions  of  unemployed 
workers  who  have  run  out  of  their  benefits  since  the  onset  of  the 
recession.  I  myself  have  only  two  checks  to  go  before  my  benefits 
are  done.  I  hope  I  have  a  job  offer  in  the  mail  at  home  and  don't 
have  to  use  these  last  two  weeks,  but  if  not  the  President's 
proposal  will  not  help  me. 

In  February  1992  the  Congress  passed  a  bill  extending 
unemployment  benefits  to  59  weeks  in  Pennsylvania  and  many  other 
states  and  to  at  least  52  weeks  elsewhere.  8.9  million  Americans 
were  unemployed  at  that  time  or  7.1%.   Today,  a  year  later  over 

nine  million  are  unemployed,  unemployment  is  still  7.1%  and  we  are 
entitled  to  only  46  weeks  of  benefits.  This  is  not  enough  time  in 
this  economy. 

Since  the  February  '92  extension  was  passed  over  1.5  million 
people  have  exhausted  all  of  their  benefits,  over  20,000  in 
Philadlphia  alone.  This  is  a  true  reflection  of  how  slow  the 
economy  really  is  and  shows  how  much  we  need  additional  help. 

On  behalf  of  millions  of  jobless  Americans  I  would  ask  that 
the  Congress  increase  the  current  EUC  program  to  at  least  the 
February  1992  level  of  59  weeks.  Give  the  Clinton  economic  plan  a 
chance  to  work.  Also,  pick  up  the  1.5  million  people  who  have  run 
out  of  benefits  since  mid  1992  and  provide  at  least  an  additional 
thirteen  weeks  for  them  -  the  people  who  have  been  hurt  worst  in 
the  recession,  the  people  who  are  losing  everything  right  now. 

There  is  precedent  for  this.  In  November  1991  when  EUC  was 
initially  passed  even  President  Bush  finally  agreed  (under  great 
pressure)  to  reach  back  nine  months  to  help  people  who  had  run  out 
of  benefits.  Whatever  is  happening  with  the  economic  statistics- 
work  is  not  coming  back.  We  need  more  time  for  the  economy  to 
start  creating  jobs.  I  know  when  I  look  for  work  there  are  not 
jobs  out  there. 

As  William  G.  Barron,  Deputy  Commissioner  of  the  Bureau  of 
Labor  Statistics  said  last  month  to  the  Joint  Economic  Committee 
"...what  is  unigue  about  the  current  situation  is  that,  well  into 
a  recovery  period,  American  workers  have  not  experienced 
substantial  job  gains." 

That  is  a  nice  way  of  saying  what  so  many  of  the  unemployed 
workers  in  this  room  know  -  the  jobs  are  not  there.  So  we  need  help 
until  they  are. 

Also,  we  commend  President  Clinton  for  his  Public  Jobs 
proposal  but  again  we  feel  a  need  for  a  much  larger  program  to  turn 
things  around  for  us.  There  are  so  many  worthwhile  projects  that 
are  desperately  needed  to  build  up  our  communities  while  providing 
employment  for  me  and  others  like  me.  However,  we  need  leadership 
to  ask  for  the  funds  to  create  these  new  jobs  and  rebuild  our 
communities.  We  hope  that  as  this  issue  is  debated  the  President 
will  support  a  much  more  ambitious  jobs  program.  The  recession 
began  almost  three  years  ago.  How  long  must  we  wait  to  get  back  to 
work  and  resume  our  productive  lives? 

I  thank  you  for  allowing  me  the  opportunity  to  address  this 
Committee  and  to  represent  the  millions  of  American  people  who  are 
looking  so  hard  for  their  next  job.  We  feel  that  it's  a  new  day 
in  the  country  and  with  your  help  it  will  be  a  much  better  1993  for 
us  all. 
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Mr.  KOPETSKI.  Thank  you  very  much,  Mr.  Soroka,  for  joining  us 
today.  It  is  excellent  testimony  and  it  will  help  in  our  deliberations. 
Ms.  Mitchell. 

STATEMENT  OF  NANCY  MITCHELL,  VICE  PRESIDENT  FOR 
POLICY  IMPLEMENTATION,  CITIZENS  FOR  A  SOUND  ECONOMY 

Ms.  Mitchell.  Mr.  Chairman  and  members  of  the  committee, 
Citizens  for  a  Sound  Economy  appreciates  this  opportunity  to  tes- 
tify on  the  administration's  proposal.  For  several  reasons,  CSE  and 
its  250,000  members  nationwide  believe  that  now  is  not  the  time 
to  extend  unemployment  benefits  further. 

There  can  be  little  doubt  that  current  economic  measures  show 
the  economy  regaining  its  health,  not  weakening.  For  the  fourth 
quarter,  the  economy  grew  at  3.8  percent,  a  4-year  high.  Inflation 
has  fallen  below  3  percent  and  unemployment  has  dipped  as  well, 
climbing  from  7.7  percent  in  June  to  7.1  percent  in  January.  The 
broadest  measure  of  expected  economic  performance  paints  an  even 
brighter  picture,  as  the  Government's  leading  economic  indicators 
from  1.9  percent  in  December,  the  biggest  jump  in  almost  a  decade. 

Despite  this  good  news,  the  administration  seeks  to  declare  a 
state  of  emergency  and  have  unemployment  benefits  extended  for 
the  third  time  in  13  months.  No  such  emergency  needs  to  be  de- 
clared, especially  when  one  compares  the  current  employment  situ- 
ation to  that  of  the  not-too-distant  past. 

I  heard  Secretary  Reich  this  morning  and  would  like  to  offer  a 
slightly  different  perspective.  When  Congress  ended  the  emergency 
benefits  in  1985,  the  unemployment  rate  stood  at  7.2  percent. 
When  Congress  voted  for  emergency  benefits  back  in  1982,  the  un- 
employment rate  had  remained  above  7  percent  for  31  consecutive 
months.  Todays  7.1  percent  rate  is  one  sign  in  a  series  of  indica- 
tors pointing  toward  an  improving  economy. 

By  declaring  an  emergency,  the  administration  exempts  its  pro- 
posal from  the  pay-as-you-go  strictures  of  the  1990  budget  agree- 
ment. Extending  benefits  will  cost  taxpayers  $5  to  $6  billion  and 
increase  the  deficit  by  the  same  amount. 

Moreover,  last  year.  Congress  passed  into  law  an  extended  bene- 
fits progpram  that  grants  up  to  13  to  20  additional  weeks  of  unem- 
ployment compensation  beyond  what  States  normally  provide.  That 
program  has  not  been  given  a  sufficient  chance  to  work,  despite  the 
fact  that  these  permanent  changes  made  to  the  employment  bene- 
fits program  make  it  easier  for  States  to  trigger  benefits  for  the  un- 
employed. In  fact,  the  States  are  waiting  to  see  if  the  Federal  Grov- 
emment  will  pick  up  the  entire  tab,  instead  of  half  of  it,  with  the 
enactment  of  this  proposal. 

More  importantly,  though,  the  administration  sets  a  bad  policy- 
making precedent  with  this  proposal.  If  the  current  unemployment 
level  qualifies  as  a  presidentially  declared  emergency,  how  many 
additional  progn*ams  will  be  granted  similar  emergency  status?  The 
administration  will  find  itself  hard-pressed  to  fend  off  future  de- 
mands for  spending  not  subject  to  the  discipline  of  the  1990  agree- 
ment. 

The  new  administration  has  labeled  the  deficit  and  economic  re- 
covery as  top  priorities  for  domestic  policy.  Extending  a  program 
for  unemployment  benefits  that  raises  the  deficit,  while  not  provid- 
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ing  any  further  stimulus  for  economic  growth,  does  not  advance  the 
recovery,  nor  does  it  generate  jobs  for  the  unemployed — our  shared 
ultimate  goal. 

In  fact,  extending  unemployment  benefits  has  two  effects  that 
may  actually  deter  job  creation  smd  economic  recovery.  It  is  impor- 
tant to  realize  that  the  $5  to  $6  billion  necessary  to  cover  the  new 
benefits  are  being  diverted  from  other  uses  that  may,  in  fact,  gen- 
erate jobs.  Not  only  does  this  diversion  stifle  economic  growth,  but 
it  lowers  the  avenues  of  employment  for  those  currently  unem- 
ployed. 

Second,  the  extended  availability  of  unemployment  compensation 
raises  what  economists  call  the  reservation  wage — that  is,  the  min- 
imum wage  a  worker  will  accept  as  a  condition  for  taking  a  new 
job.  Consequently,  unemployment  rates  may  be  higher  than  other- 
wise. Numerous  studies  nave  found  that  the  adverse  incentives  of 
public  benefits  put  upward  pressure  on  the  unemployment  rate. 

In  fact,  this  might  help  explain  why  the  current  system  is  $5  bil- 
lion over  budget.  The  initial  cost  estimates  of  $12.9  billion  for  the 
emergency  unemployment  compensation  program  were  wrong,  in 
part,  because  there  were  more  claimants  than  expected  and  the 
claimants  were  staying  on  unemployment  longer  than  expected.  Ac- 
tually outlays  exceeded  $18  billion,  adding  $5  billion  to  the  deficit. 
Recent  empirical  studies  show  that  extending  benefits  1  week  in- 
creases the  average  duration  of  unemployment  by  unemployment 
insurance  recipients  by  as  much  as  slightly  more  than  1  week. 

In  light  of  this  analysis,  CSE  believes  that  it  would  be  inappro- 
priate to  adopt  policies  at  this  time  that  would  expand  the  deficit 
and  exacerbate  unemployment  rates.  The  ultimate  answer  for  un- 
employment is  a  growing  private  sector  with  expanding  opportuni- 
ties, taking  resources  from  the  private  sector  for  a  program  that 
historically  has  exacerbated  unemployment  rates  while  producing 
no  jobs  is  not  a  prudent  step  to  take  at  this  time,  when  President 
Clinton  is  asking  Americans  with  incomes  as  low  as  $30,000  to  sac- 
rifice for  deficit  reduction.  The  President  can  put  the  economy  on 
a  better  footing  by  easing  the  $400  regulatory  stanglehold  now 
choking  the  small  business  job  machine. 

Thank  you  for  the  opportunity  to  testify  today.  I  would  be  happy 
to  answer  any  Questions. 

[The  prepared  statement  follows:] 
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Testimony  of 

Nancy  Mitchell 

Vice  President 

Citizens  for  a  Sound  Economy 

Before  the 

House  Committee  on  Ways  and  Means 

February  18,  1993 

Mr.  Chairman  and  members  of  the  committee: 

Citizens  for  a  Sound  Economy  (CSE)  appreciates  this 
opportunity  to  testify  on  the  administration's  proposal  to  extend 
the  Emergency  Unemployment  Compensation  program  through  fiscal 
1993.  For  several  reasons,  CSE  and  its  250,000  members  nationwide 
believe  that  now  is  not  the  time  to  extend  unemployment  benefits 
further. 

The  Economy  Is  Resurging 

There  can  be  little  doubt  that  current  economic  measures  show 
the  economy  regaining  its  health,  not  weakening.  For  the  fourth 
quarter,  the  economy  grew  at  3.8  percent,  a  four-year  high. 
Inflation  has  fallen  below  3  percent  and  home  mortgage  rates  hover 
just  above  7.5  percent.  Unemployment  has  dipped  as  well,  declining 
from  7.7  percent  in  June  to  7 . 1  percent  for  January.  The  broadest 
measure  of  expected  economic  performance  paints  an  even  brighter 
picture,  as  the  government's  leading  economic  indicators  rose  1.9 
percent  in  December,  the  biggest  jump  in  almost  a  decade. 

Despite  this  good  news,  the  administration  seeks  to  declare  a 
state  of  emergency  and  have  unemployment  benefits  extended  for  the 
third  time  in  13  months.  No  such  emergency  needs  to  be  declared, 
especially  when  one  compares  the  current  employment  situation  to 
that  of  the  not-too-distant  past.  When  Congress  ended  emergency 
benefits  in  1985  the  unemployment  rate  stood  at  7 . 2  percent.  When 
Congress  voted  for  emergency  benefits  back  in  1982,  the 
unemployment  rate  had  remained  above  7  percent  for  31  consecutive 
months.  Today's  7.1  percent  rate  is  but  one  sign  in  a  series  of 
indicators  pointing  toward  an  improving  economy. 

Proposal  Sends  Wrong  Signal  About  Controlling  the  Deficit 

By  declaring  an  emergency,  the  administration  exempts  its 
proposal  from  the  "pay-as-you-go"  strictures  of  the  1990  budget 
agreement.  Extending  benefits  will  cost  taxpayers  $5  to  $6 
billion,  and  increase  the  deficit  by  the  same  amount.  Moreover, 
last  year,  Congress  passed  into  law  an  extended  benefits  program 
that  grants  up  to  13  to  20  additional  weeks  of  unemployment 
compensation  beyond  what  states  normally  provide.  That  program  has 
not  been  given  a  sufficient  chance  to  work,  despite  the  fact  that 
these  permanent  changes  made  to  the  employment  benefits  program 
make  it  easier  for  states  to  trigger  benefits  for  the  unemployed. 
In  fact,  the  states  are  waiting  to  see  if  the  federal  government 
will  pick  up  the  entire  tab — instead  of  half  of  it — with  the 
enactment  of  this  proposal. 

More  importantly,  though,  the  administration  sets  a  bad 
policymaking  precedent  with  this  proposal.  If  the  current 
unemployment  level  qualifies  as  a  presidentially  declared 
emergency,  how  many  additional  programs  will  be  granted  similar 
emergency  status?  The  administration  will  find  itself  hard-pressed 
to  fend  off  future  demands  for  spending  not  subject  to  the 
discipline  of  the  1990  agreement. 

Proposal  Encourages  Dependency  on  Unemployment  Insurance 

The  new  administration  has  labeled  the  deficit  and  economic 
recovery  as  top  priorities  for  domestic  policy.  Extending  a 
program  for  unemployment  benefits  that  raises  the  deficit  while  not 
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providing  any  further  stimulus  for  economic  growth  does  not  advance 
the  recovery,  nor  does  it  generate  jobs  for  the  unemployed — our 
shared,  ultimate  goal.  In  fact,  extending  unemployment  benefits 
has  two  effects  that  may  actually  deter  job  creation  and  economic 
recovery.  It  is  important  to  realize  that  the  $5  to  $6  billion 
necessary  to  cover  the  new  benefits  are  being  diverted  from  other 
uses  that  may,  in  fact,  generate  jobs.  Not  only  does  such 
diversion  stifle  economic  growth,  but  it  also  lowers  avenues  of 
employment  for  those  currently  unemployed. 

Second,  the  extended  availability  of  unemployment  compensation 
raises  what  economists  call  the  reservation  wage — that  is,  the 
minimum  wage  a  worker  will  accept  as  a  condition  for  taking  a  new 
job.  Consequently,  unemployment  rates  may  be  higher  than 
otherwise.  Numerous  studies'  have  found  that  the  adverse 
incentives  of  public  benefits  put  upward  pressure  on  the 
unemployment  rate.  In  fact,  this  may  help  explain  why  the  current 
system  is  $5  billion  over  budget.  The  initial  cost  estimates  of 
$12.9  billion  for  the  Emergency  Unemployment  Compensation  program 
were  wrong,  in  part,  because  there  were  more  claimants  than 
expected  and  the  claimants  were  staying  on  unemployment  longer  than 
expected.  Actual  outlays  exceeded  $18  billion,  adding  $5  billion 
to  the  deficit.  Recent  empirical  studies  show  that  extending 
benefits  one-week  increases  the  average  duration  of  unemployment  by 
Unemployment  Insurance  recipients  by  0.16  to  1.04  weeks. 

In  light  of  this  analysis,  CSE  believes  that  it  would  be 
inappropriate  to  adopt  policies  at  this  time  that  would  expand  the 
deficit  and  exacerbate  unemployment  rates.  The  ultimate  answer  for 
unemployment  is  a  growing  private  sector  with  expanding 
opportunities;  taking  resources  from  the  private  sector  for  a 
program  that  historically  has  exacerbated  unemployment  rates  while 
producing  no  jobs  is  not  a  prudent  step  to  take  at  this  time  when 
President  Clinton  is  asking  Americans  with  incomes  of  more  than 
$30,000  to  sacrifice  for  deficit  reduction.  The  President  can  put 
the  economy  on  a  better  footing  by  easing  the  $400  billion 
regulatory  stranglehold  now  choking  the  small  business  job  machine. 


'  See  for  example,  Katz ,  Lawrence  F.  and  Meyer,  Bruce,  "The 
Impact  of  the  Potential  Duration  of  Unemployment  Benefits  on  the 
Duration  of  Unemployment,"  Journal  of  Public  Economics,  41,  45-72, 
February  1990;  or  Grossman,  Jean  Baldwin,  "The  Work  Disincentive 
Effect  of  Extended  Unemployment  Compensation:  Recent  Evidence,"  The 
Review  of  Economics  and  Statistics,  71,  159-64,  February  1989. 
Additional  evidence  is  provided  by  Follamna,  Dean  A.,  Goldberg, 
Matthew  S.  ,  and  May,  Laurie,  "Personal  Characteristics, 
Unemployment  Insurance,  and  the  Duration  of  Employment,"  Journal  of 
Econometrics,  45,  351-66,  September  1990,  which  shows  surges  in 
reemployment  rates  at  the  points  in  which  states  terminate 
unemployment  benefits. 
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Mr.  KOPETSKI.  Thank  you,  Ms.  Mitchell. 

Mr.  Matsui  may  direct. 

Mr.  Matsui.  Thank  you. 

Mr.  Soroka,  are  you  unemployed  at  this  time? 

Mr.  Soroka.  Yes,  I  am. 

Mr.  Matsui.  You  have  children,  you  have  a  mortgage,  you  have 
a  family,  is  that  right? 

Mr.  Soroka.  I  am  single. 

Mr.  Matsui.  How  do  you  get  by? 

Mr.  Soroka.  I  have  been  collecting  unemplojrment  benefits.  I 
have  been  getting  some  money  from  me  family.  Basically,  I  have 
gone  on  a  couple  of  part-time  jobs  here  and  there  to  make  ends 
meet. 

Mr.  Matsui.  Now,  how  long  have  you  been  in  this  situation,  did 
you  say? 

Mr.  Soroka.  I  have  been  in  the  situation  just  under  a  year. 

Mr.  Matsui.  So  your  benefits  are  going  to  be 

Mr.  Soroka.  Basically,  I  believe  I  might  have  one  more  check 
left. 

Mr.  Matsui.  Then  you  are  out? 

Mr.  Soroka.  Then  I  am  out. 

Mr.  Matsui.  And  then  it  is  your  family  and  whatever  else  you 
can  scrape  up? 

Mr.  Soroka.  Then  I  have  to  start  looking  at  other  ways  of — I  am 
not  sure,  putting  my  house  up — I  am  not  sure  what  I  am  going  to 
be  doing. 

Mr.  Matsui.  But  you  have  a  home  now? 

Mr.  Soroka.  I  have  money  that  I  am  looking  at  getting  from  my 
retirement  fund  that  will  hold  me  over  a  little  bit  more,  and  that 
probably  makes  me  a  lot  luckier  than  a  lot  of  other  people,  but  at 
the  same  time  that  was  money  I  was  hoping  to  put  away  for  my 
retirement  and  it  is  only  going  to  lead  to  other  problems  in  the  fu- 
ture. 

Mr.  Matsui.  Thank  you. 

Ms.  Mitchell,  I  want  to  ask  you  some  questions  here,  because  I 
am  troubled  by  your  testimony  and  you  are  obviously  doing  your 
job  and  we  asked  that  you  appear  before  us.  But  it  appears  to  me 
that,  as  the  earlier  testimony  from  the  Secretary  noted,  that  the 
unemployment  rate  really  hasn't  changed  that  much.  I  mean  you 
could  always  give  or  take  0.2  or  0.3  percent,  but,  generally  speak- 
ing, it  is  anywhere  from  7  to  7.5  percent. 

In  addition  to  that,  one  of  the  reasons  there  are  no  jobs  created 
is  because  we  are  going  through  structural  transformation  of  this 
economv.  Heavy  manufacturing  is  going  down.  Defense  contractors 
in  Caliiomia  are  closing  down,  for  example.  I  mention  this  because 
I  didn't  want  to  sound  provincial,  but  we  have  a  9.5  percent  unem- 
ployment rate  in  California.  If  you  go  down  to  Burbank,  where  over 
the  last  20  years  we  have  had  considerable  growth,  it  is  about  a 
25  to  30  percent  unemplojrment  rate,  because  they  are  all  defense 
contractors.  These  people  are  not  going  to  get  jobs  any  time  soon, 
because,  again,  we  are  going  through  a  restructuring  of  the  econ- 
omy. They  are  moving  to  information-based  activities,  rather  than 
manufacturing,  instead  of  defense,  you  are  going  to  be  going  into 
civilian-type  activities. 
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What  are  you  going  to  do  about  these  people,  the  1.5  million  peo- 
ple that  have  exhausted  their  benefits  and  are  unemployed? 

Ms.  Mitchell.  First  of  all,  I  think  a  lot  of  the  discussion  here 
is  centering  on  how  the  pajonent  mechanism  moves  forward,  is  it 
50  percent  State  or  is  it  100  percent  Federal.  I  think  it  was  my  fel- 
low panelist  here  who  said  if  you  had  the  choice  between  choosing 
paying  half  of  the  bill  or  paying  none  of  it,  most  people  would  jump 
to  volunteer  to  pay  none  of  it. 

Having  said  that,  to  get  to  your  broader  point,  the  symptom  of 
our  problem  here  is  unemployment.  It  is  a  serious  symptom.  The 
disease  is  the  failure  to  enact  policies  conducive  to  economic 
gprowth.  I  think  my  other  fellow  panelist  here  would  be  happy  to 
get  a  job  tomorrow,  if  he  could,  and  not  have  to  deal  with  the  un- 
employment situation. 

The  position  of  my  organization  isn't  one  that  is  heartless  that 
says  we  don't  think  people  who  are  unemployed  want  to  have  jobs. 
On  the  contrary,  we  actively  advocate  the  enactment  of  policies 
that  will,  in  fact,  produce  jobs.  That  is  the  only  long-term  solution. 

One  of  your  colleagues  earlier  this  morning 

Mr.  Matsui.  I  imderstand  that.  We  are  talking  about  we  want 
to  produce  jobs,  but  this  is  part  of  job  creation,  by  putting  money 
into  the  economy.  How  else  are  you  going  to  do  it? 

Mr.  Clinton's  proposal,  which  hopefully  we  are  going  to  support 
and  I  hope  you  will  support,  as  well,  does  reorder  our  investment 
priorities,  but  it  is  not  going  to  kick  into  place  overnight  and  that 
is  why  we  need  this  short-term  stimulus,  $11  billion  plus  this  pack- 
age, in  order  to  jump-start  the  economy  somewhat. 

Ms.  Mitchell.  Actually,  I  am  fairly  concerned  about  the  package 
that  we  saw  outlined  last  night,  mainlv  because  about  72  percent 
of  the  total  deficit  reduction  in  that  package  comes  from  new  taxes, 
rather  than  from  reducing  spending. 

Mr.  Matsui.  Where  do  you  expect  to  get  the  spending  cuts?  Obvi- 
ously, defense,  right? 

Ms.  Mitchell.  Defense  does  help  about  22  percent  of  the 

Mr.  Matsui.  You  want  defense,  but  then  you  are  going  to  have 
laid-off  employees,  so  how  are  you  going  to  deal  with  them? 

Ms.  Mitchell.  Defense  accounts  for  about  22  percent  of  the 
spending  reduction.  Actually,  of  the  domestic  cuts  that  we  saw, 
though  we  heard  a  nominal  figure,  there  were  150  cuts  made.  Well, 
there  were 

Mr.  Matsui.  How  shall  we  make  these  cuts? 

Ms.  Mitchell.  I  would  propose  that  you  go  through  and  you  try 
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Mr.  Matsui,  Specifically,  where  would  you  make  the  cuts? 

Ms.  Mitchell.  Specifically,  I  would  go  through  some  of  the  re- 
petitive programs  that  we  saw. 

Mr.  Matsui.  Like  what? 

Ms.  Mitchell.  We  heard  Representative  Johnson  name  some- 
thing of  the  order  of  magnitude  of  some  50  programs  that  dealt 
with  job  training. 

Mr.  Matsui.  What  are  they?  We  don't  know  what  they  are. 

Ms.  Mitchell.  There  are  price  supports  through  agriculture, 
there  are  myriad  programs  that  deal  with  highway  construction. 

Mr.  Matsui.  That  is  a  good  one  for  me,  I  support  that. 
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Ms.  Mitchell,  I  am  sure  there  are  some  cuts  that  need  to  be 
made  in  defense.  We  would  support  going  through  and  we  would 
roll  up  our  sleeves  and  sit  down  with  entitlement  reform. 

Mr.  Matsui.  But  do  you  have  specific  areas  right  now?  Do  you 
have  specific  areas  right  now? 

Ms.  Mitchell.  Entitlement  reform  is  a  good  place  to  start. 

Mr.  Matsui.  Well,  we  are  going  to  do  some  entitlement  reform. 

Ms.  Mitchell.  Although  what  the  President  proposed  last  night 
was  actually  not  entitlement  reform. 

Mr.  Matsui.  What  do  you  mean,  because  we  are  taxing  benefits, 
rather  than  cutting  the  COLA's? 

Ms.  Mitchell.  Because  you  are  not  making  changes  to  the  fun- 
damental formula  that  implements  the  program.  Therefore,  you  do 
not  get  to  the 

Mr.  Matsui.  What  are  the  fundamental  changes  you  are  talking 
about? 

Ms.  Mitchell.  You  do  not  get  the  savings  in  the  outyears.  If  you 
did  something,  for  example,  in  Social  Security,  like  phasing  into  an 
increased  retirement  age,  for  example,  that  would  bring 

Mr.  Matsul  Well,  we  do  have  a  phased  in  retirement.  In  fact, 
we  did  that  in  the  1983  bill. 

Ms.  Mitchell.  So  accelerate  the  phasein.  Right  now,  when  the 
program  was  put  into  place,  the  average  lifespan  was  much  shorter 
than  it  is  right  now,  and,  therefore,  with  Social  Security  benefits, 
we  see  costs  Durgeoning  into  the  outyears.  A  solution  is  not  to  raise 
taxes  on  Social  Security  benefits 

Mr.  Matsui.  We  have  been  doing  these  things. 

Ms.  Mitchell  [continuing].  By  the  way  it  was  counted  as  a 
spending  cut. 

Mr.  ^L^TSUI.  We  have  been  doing  these  things.  Unfortunately,  we 
are  not  getting  as  much  savings  out  of  them  as  we  would  like.  I 
just  think  there  is  an  illusion  out  there.  I  think  my  time  is  up. 

[The  following  is  a  list  of  spending  cuts  suggested  by  the  Citizens 
for  a  Sound  Economy:] 


83 


1.  Sell  federal  asseU.  Sell  the  Naval  Petroleum  Reserves,  long  since  supplanted  by  the  Strategic 
Pettoleum  Reserves  ($2.S  billion),  Sell  coal  reseives  that  go  unieased,  like  the  80%  of  the 
Powder  River  Basin  in  Wyoming  and  Montana  ($2  billion).  Sell  the  five  Power  Marketing 
Administrations,  which  sell  electricity  at  below  market  prices  ($S  billion).  Sell  the  Tennessee 
Valley  Administration,  which  is  effectively  bankrupt  ($5  billion).  Sell  the  most  marketable 
portions  of  the  340  million  acres  of  the  government's  western  rangelanda,  and  transfer  remaining 
Bureau  of  Land  Management  land  to  the  states — the  land  is  no  longer  needed  for  federal  purposes 
($3  billioa). 

2.  Eliminate  antiquated  agencies.  Kill  the  Rural  Electrification  Administration,  which  achieved  99  % 
of  its  goal  of  lighting  up  rural  America  back  in  1960  ($1.2  billion).  Kill  the  Export-Import  Bank, 
whose  loans  default  at  an  astounding  rate  and  whose  primary  customers  (large  manu^cturers) 
hardly  need  federal  assistance  ($2  billion).  Kill  the  Small  Business  Administration,  which  has  a 
high  default  record,  even  though  it  only  secures  loans  or  contracts  for  only  .  129^  of  America's 
small  businesses  (SI.l  billion). 

3.  End  price  supports  and  set-asides  for  agribusiness.  The  government  promises  a  set  price  to 
farmers  on  14  commodities,  which  raise  our  grocer)'  bills  and  drain  the  Treasury.  But  only  15% 
of  all  farmers  get  about  two-thirds  uf  all  farm  program  subsidies.  The  government  also  pays 
farmers  not  to  grow  certain  crops  on  their  land.  Savings  from  ending  all  farm  price  supports: 
$2.5  billion  a  year. 

4.  Declare  the  bterstate  highway  system  complete.  The  federal  highway  system  is  almost  99% 
completed,  so  new  hinds  inevitably  go  to  parochial  projects.  Deci&ions  about  road  building  are 
supposed  to  be  made  by  the  individual  states.   Savings:  $4  billion. 

5.  Close  the  Farmers  Home  Administration.  FmHA  has  historically  suffered  incredible  losses  on  iu 
loans — its  accumulated  deficit  is  over  $50  billion.  Shift  all  low-income  housing  programs  to 
HUD.   Savings:  $3  billion. 

6.  Reduce  civil  service  retirement  benefits.  Unfunded  liabilities  of  the  civil  service  retirement  system 
are  increasing  dramatically.  If  civil  service  pensions  were  just  brought  in  line  with  the  private 
sector's  rates,  the  govetrunent  could  save  $3  billion  a  year. 

7.  Cut  Agency  for  International  Development  (AID)  budget.  AID  waste  American  uxpayers"  money 
by  rewarding  wasteful  economic  policies  in  less  developed  nations.  Cutting  the  agency's  budget 
in  half  would  save  S3  billion. 

8.  Eliminate  federal  wastewater  treatment  construction  grants.  States  and  cities  have  grown 
dependent  on  these  funds.  Not  only  have  they  gold-plated  their  treatment  facilities,  they  no  longer 
look  for  less  expensive  alternatives.   Savings:  $2  billion. 

9.  Freeze  'overhead*  spending.  The  government  spends  anywhere  between  $150  and  $2S0  billion 
a  year  for  overhead— travel,  supplies,  telephone,  desks,  computers,  etc.  Yet  there  is  no  system 
to  hold  agencies  accountable  for  their  spending.  Freeze  overhead  costs  for  a  year  and  savmgs 
could  amount  to  $9  billion. 

10.  Continue  DOD's  partial  civilian  hiring  freeze.    The  Defense  Department  currently  has  placed  a 

self-imposed  hiring  freeze  on  itself,  replacing  one  of  every  three  civilians  who  leave  the 
department,  Continuing  this  program  for  two  years  can  save  $2  billion.  Move  ahead  quickly  with 
federal  base  closures  ($2  billion). 
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U.  Tenumte  the  purchase  of  C-17  airlift  aircraft  for  the  Air  Force.  The  C-17  program  has  run  into 

all  sorts  of  financial  management  and  technical  problems,  and  less  costly  alternatives  are  available. 
Terminating  the  program  would  lead  to  savings  of  $8  billion  over  a  five-year  period  ($3  billion 
after  three  years). 

12.  Eliminate  U.S.  payments  to  international  commodity  organizations.  The  U.S.  "belongs"  to  the 
International  Coffee  Organization,  the  International  Tropical  Timber  Organization,  the 
International  Juts  Organization,  and  the  International  Rubber  Organization.  The  goal  of  these 
groups  is  to  stabilize  commodity  prices  and  supply — which  raises  consumer  costs.  Bailing  out  of 
these  cartels  would  save  $2.3  billion. 

13.  Replace  military  aid  to  Egypt  and  Israel  with  free-trade  agreements.  Military  aid  to  each  country 
over  the  past  IS  years  has  created  a  mini-Cold  War  in  the  Middle  East.  Ending  military  aid  and 
opening  up  trade  with  them  would  saving  taxpayers  $2  billion  a  year. 

14.  Declare  a  moratorium  on  federal  refurbishings.  Analysts  estimate  that  the  government  spends  an 
hiordinate  amount  of  money  each  year  decorating  and  refurbishing  offices.  There  are  no  controls 
over  this  spending.  A  one-year  moratorium  could  save  $1-2  billion. 

15.  End  the  Community  Development  Block  Grant  program.  The  CDBO  program  provides  fedenl 
financial  assistance  to  state  and  local  governments  for  community  improvements  in  low-  and 
moderate-income  settings.  But  the  program  is  heavily  politicized,  and  many  grants  are  used  for 
programs  that  have  little  to  do  with  economic  development.    Savings:  $4  billion. 

16.  Kill  the  Economic  Development  Administration.  Created  to  assist  long-term  recovery  in 
economically  distressed  areas,  the  EDA  has  become  a  pawn  of  politics.  Currently,  80%  of  the 
U.S.  population  is  eligible  to  receive  EDA  grants.  CBO  and  GAO  support  its  abolition.  Savmgs: 
$270  million. 

17.  Repeal  Davis-Bacon  Act.  Davis-Bacon  requires  contractors  to  pay  woricers  the  "prevailing"  wage 
on  federal  construction  contracts.  This  tends  to  be  the  union  wage,  not  the  market  wage,  and 
inflates  the  costs  of  federal  construction  contracts  by  an  estimated  30%.  (The  original  purpose 
of  the  law  was  to  keep  blacks  and  immigrants  from  competing  with  white  unionized  workers  back 
in  the  1930s.)   CBO,  GAO  recommend  repeal.    Savings:  $2  billion. 

18.  Reduce  Amtrak  subsidies  by  20%  a  year,  then  sell  the  train  by  1998.  The  bankrupt  passenger 
lines  taken  over  by  the  government  20  years  ago  were  never  intended  to  become  a  permanent  part 
of  the  federal  budget.  Train  travel  today  is  far  more  heavily  subsidized  than  other  forms  of 
transportation.  Reducing  its  subsidies,  then  auctioning  Amtrak  off,  could  save  taxpayers  $1  billion 
in  four  years,  not  including  the  proceeds  from  the  sale. 

19.  Cancel  the  space  station  and  superconducting  super  collider.  Both  experimental  projects  have  run 
into  serious  cost  overruns,  and  neither  is  truly  necessary  for  the  Aiture  American  competitiveness. 
The  government  simply  cannot  afford  science  experiments  at  this  time.  Savings:  almost  $3 
billion  this  year,  and  $8-10  billion  by  1998. 

20.  Abolish  HUD  "special  purpose  grants"  program.  These  are  classic  pork-barrel  projects,  decided 
behind  closed  doors  for  political  purposes.    Savings:  $250  million. 
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Mr.  KOPETSKI.  Mr.  Santonim  may  inquire. 

Mr.  Santorum.  Thank  you,  Mr.  Chairman.  I  appreciate  that. 

I  just  came  from  the  floor  and  talked  with  the  ranking  member 
on  the  Budget  Committee  and  there  are  a  couple  of  things  that  I 
wanted  to  clarify  from  the  prior  testimony,  and  then  move  on. 
Number  one,  Secretary  Reich  said  that  there  were  no  tax  increases 
in  flscal  1993,  to  the  best  of  his  knowledge.  My  understanding  is 
that  the  increase  in  the  income  tax  will  be  retroactive  to  January 
1  of  this  year,  so  there  will  be  a  substantial  increase  in  taxes  to 
many  Americans  this  year. 

Mr.  Kasich  also  discovered,  in  questioning  the  new  Budget  Direc- 
tor, that  in  fiscal  year  1994,  the  next  year,  beginning  October  1  of 
this  year,  that  the  proposal  that  has  been  put  forward  by  President 
Clinton  will  raise  taxes  net,  a  net  raise  in  taxes  in  1994  of  $36  bil- 
lion and  will  cut  net  spending  $2  billion.  That  is  an  18-to-l  tax-to- 
spend  ratio,  far  below  the  2-to-l  spend-to-tax  ratio  that  the  Direc- 
tor of  the  Office  of  Management  and  Budget  and  former  chairman 
of  the  Budget  Committee  suggested  while  he  was  chairman  and 
when  he  went  into  the  Office  of  0MB. 

I  agree  with  Ms.  Mitchell  that  we  are  seeing  a  lot  of  the  same, 
that  major  parts  of  deficit  reduction  are  going  to  be  with  tax  in- 
creases. We  are  not  talking  about  serious  deficit  reduction  with 
spending  cuts.  In  fact,  the  testimony,  my  understanding  is,  is  sim- 
ply we  will  cut  those  things  4  or  5  years  out.  But  we  always  cut 
those  things  4  or  5  years  out,  and  that  is  the  problem.  We  always 
want  to  cut  things  4  and  5  years  from  now,  and  when  we  get  there 
we  never  do.  That  is  why  we  have  the  deficits  we  have  today,  and 
I  think  it  is  disingenuous,  at  best,  to  stand  here  and  say  we  have 
serious  deficit  reduction  on  the  table,  when  in  fact  we  have  smoke 
and  mirrors  again. 

I  have  a  question  for  you,  Mr.  Cunningham.  I  was  not  here  for 
the  testimony,  but  I  briefly  reviewed  it  £ind  I  got  some  understand- 
ing that  you  do  not  believe  that  our  $16  billion  figure  for  the  sur- 
plus in  the  21  States'  trust  funds  is  real? 

Mr.  Cunningham.  The  point  I  made  was  that  the  $21  billion  sur- 
plus, I  take  it  that  it  is  tnere,  but  it  is  probably  not  in  States  like 
your  own  that  basically  has  high  unemployment. 

Mr.  Santorum.  I  will  tell  you  what  my  State  is.  Pennsylvania 
has  a  surplus  of  close  to  $1  billion. 

Mr.  Cunningham.  In  the  trust  fund? 

Mr.  Santorum.  In  the  trust  fund. 

Mr.  Cunningham.  So  if  those  benefits  were  used  for  the  extended 
benefits  program,  half  of  it,  you  don't  believe  your  State  would  be 
borrowing  from  the  Federal  Government? 

Mr.  Santorum.  They  would  be  reducing  what  is  in  the  trust  fund 
right  now. 

Mr.  Cunningham.  But  would  they  be  borrowing  from  the  Federal 
Grovemment?  The  problem  is  that  if  States  basically  tap  out  the 
trust  fund,  they  are  going  to  borrow  from  the  Federal  Grovemment 
and  they  are  going  to  pay  interest  on  that  debt.  If  you  have  a  bal- 
anced budget  amendment  in  your  State,  that  means  that  you  are 
going  to  raise  taxes  in  your  State  or  be  forced  to  cut  other  pro- 
grams. 

Mr.  Santorum.  Which  I 
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Mr.  Cunningham.  Let  me  make  a  point.  Our  position  is  that  the 
TUR  should  be  the  only  choice.  In  other  words,  States  should  not 
be  given  a  choice,  there  should  be  an  automatic  kind  of  thing.  The 
State  option  thing  was  an  agreement  done  with  the  Senate  with 
then  Chairman  Bentsen  as  a  way  of  basically  moving  with  the 
TUR.  It  is  our  position  that  the  TUR  should  be  the  only  trigger  and 
that 

Mr.  Santorum.  So  your  argument  really  isn't  an  argument  with 
the  fund.  You  are  saying  that  they  won't  do  it,  because  we  are 
going  to  borrow,  and  then  you  are  saying  you  should  force  them  to 
borrow. 

Mr.  Cunningham.  My  argument  was  and  is 

Mr.  Santorum.  Which  argument  is  it? 

Mr.  Cunningham.  My  argument  was  and  is  that  you  really  have 
to  look  at  all  of  the  States  that  basically  do  not  have  surpluses. 

Mr.  Santorum.  In  those  21  States  that  are  eligible  to  trigger, 
only  3  of  the  21  do  not  have  surpluses 

Mr.  Cunningham.  And  the  question  is- 


Mr.  Santorum.  And  one  of  them  is  very  minor. 

Mr.  Cunningham.  I  don't  know  these  figures  and  how  they  work. 

Mr.  Santorum.  I  will  be  happy  to  share  this  with  you. 

Mr.  Cunningham.  I  know,  but  the  question  you  have  to  answer 
is,  if  they  triggered  on,  would  the  surplus  that  they  have  in  their 
State  be  enough  to  cover  the  obligation,  because  if  it  isn't,  then 
they  are  going  to  have  to  borrow  from  the  Federal  Treasury  to  pay 
those  obligations. 

Mr.  Santorum.  California  has  over  a  $3  billion  surplus,  New  Jer- 
sey has  over  $2  billion  surplus,  and  Pennsylvania  $1  billion,  Or- 
egon $1  billion,  Florida  $1.5  billion.  We  are  talking  about  a  nation- 
wide $5.7  billion,  and  we  have  a  $16  billion  surplus  in  21  States, 
I  would  suggest  there  is  substantial  money  there  and  that  that  is 
the  responsible  way  of  going  about  extending  unemployment  bene- 
fits. 

Mr.  Cunningham.  If  you  support  the  TUR  trigger,  then  you  basi- 
cally will  have  this  in  effect,  so  I  am  glad  you  believe  that  the  TUR 
trigger  is  a  more  effective  trigger. 

Mr.  Santorum.  I  voted  for  it. 

Mr.  Cunningham.  No,  no,  you  voted  for  the  State  option.  You 
didn't  vote  for  the  TUR. 

Mr.  Santorum.  Well,  I  didn't  have  an  opportunity  to.  I  voted  for 
what  was  on  the  table.  I  wasn't  on  the  committee  at  the  time.  I 
voted  for  what  was  on  the  table. 

Mr.  Cunningham.  Well,  you  are  on  the  committee  now,  so  you 
can  work  for  that. 

Mr.  Santorum.  One  indulgence.  I  had  a  question  for  Mr.  Soroka. 
Have  you  contacted  anyone  from  the  State  of  Pennsylvania  about 
extending  benefits?  You  represent  the  Philadelphia  Unemployment 
Project? 

Mr.  Soroka.  I  am  representing  the  group.  I  don't  understand 
the 

Mr.  Santorum.  Pennsylvania  today,  if  it  wanted  to,  could  pass 
a  law  in  the  State  Legislature  smd  signed  by  the  Governor  to  ex- 
tend benefits  up  to  13  additional  weeks  tomorrow,  if  they  wanted 
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to.  They  could  trigger  that  for  extending  benefits  beginning  on 
March  7.  Has  anyone  contacted  them? 

Mr.  SoROKA.  I  can't  answer  for  PUP  at  this  point.  I  am  not  sure 
if  they  have  done  that. 

Mr.  Santorum.  If  you  could  get  that  information  to  me,  I  would 
appreciate  it. 

[The  following  was  subsequently  received:] 

The  Philadelphia  Unemployment  Project  did  contact  the  Pennsylvania  Depart- 
ment of  Labor  and  Industry  to  inquire  about  the  possibility  of  changmg  the  state's 
Extended  Benefit  regulations  to  conform  with  the  federal  regulations.  The  state  was 
looking  for  the  Congress  to  reauthorize  EUC. 

An  important  fact  about  the  Pennsylvania  Unemployment  Compensation  Trust 
Fund  is  that  the  recession  has  depleted  its  reserves  and  employer  taxes  for  the 
Trust  Fund  have  already  been  increased  to  keep  the  fund  solvent  in  order  for  it  to 
pay  the  initial  26  weeks  of  benefits.  During  the  1982  recession  Pennsylvania's  Trust 
Fund  had  gone  over  $2  Billion  in  debt  due  to  hi^  unemployment.  Current  increases 
in  state  taxes  are  designed  to  prevent  a  similar  situation  during  the  current  eco- 
nomic downturn. 

Mr.  SoROKA.  I  am  also  very  involved  in  politics  myself.  I  am  a 
Democratic  committee  person  in  my  State  and  I  will  lobby  some  of 
my  legislators  myself. 

Mr.  Santorum.  Thank  you. 

Mr.  KOPETSKI.  Mr.  Hoagland  may  inquire. 

Mr.  Hoagland.  Mr.  Chairman  let  me  just  make  a  couple  of  com- 
ments, if  I  might. 

We  are  really  at  an  economic  crossroads  in  America.  We  have 
been  spending  far,  far  more  than  we  have  been  taking  in,  the  last 
12  years,  at  least.  The  Federal  Government  has  been  spending  $4 
for  every  $3  it  has  taken  in  in  revenue,  and  those  chickens  are  now 
coming  home  to  roost.  If  we  don't  bring  about  maior  change,  major 
reform  in  our  spending  policies,  cut  Federal  spending  just  as  much 
as  we  can,  in  our  revenue  policies  we  are  courting  absolute  eco- 
nomic disaster. 

I  think  it  is  really  a  minor  miracle  how  tolerant  the  financial 
"markets  have  been  of  the  Federal  Grovemment  deficits  the  last  cou- 
ple of  years.  I  want  to  confirm  with  you,  Mr.  Cunningham,  which 
is  my  belief,  and  that  is  that  this  program  that  we  are  having  this 
hearing  on  today,  the  additional  $5.6  billion  in  unemployment  ben- 
efits for  those  who  are  now  in  the  process  of  losing  their  jobs  be- 
cause of  this  recession  is  indeed  part  of  President  Clinton's  $31  bil- 
lion initial  stimulus  package.  Is  that  your  understanding,  Mr. 
Cunningham? 

Mr.  Cunningham.  That  is  my  imderstanding  and,  furthermore, 
that  the  program  has  to  be  looked  at  in  the  full  4-year  context.  The 
stimulus  is  up  front  in  the  first  2  years,  but  it  is  the  third,  fourth 
and  fifth  years  which  the  savings  in  the  deficit  reduction  will  take 
place,  hopefully  after  the  recovery  is  fully  in  place,  including  a  jobs 
recovery. 

Mr.  Hoagland.  There  will  be  plenty  to  pay  the  piper  in  fiscal 
year  1997,  the  ratio  of  cuts  to  revenue  increases,  the  58  percent 
cuts  and  42  percent  revenue  increases.  Six  years  out,  this  package 
taken  as  a  whole  will  give  gross  deficit  reduction  of  $703  billion. 
It  is  my  view  that  the  President,  by  bringing  forth  this  program, 
has  shown  more  political  courage  than  we  have  seen  in  Washington 
in  a  good  time. 
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My  point  is  that  the  President  and  his  economic  advisers  have 
a  very  difficult  balancing  act.  They  have  to  provide  short-term 
stimulus  to  get  the  economy  back  on  the  right  track,  at  the  same 
time  provide  for  long-term  deficit  reduction,  and  this  is  part  of  that 
overall  program  which  we  are  having  these  hearings  on  today,  the 
day  i^r  the  President  announced  it.  This  is  part  of  the  $31  billion 
economic  stimulus  program,  isn't  that  right,  Mr.  Cunningham? 

Mr.  Cunningham.  I  think  it  is  also  much  more  dicej^  than  every- 
one has  talked  about,  and  that  is  the  issue  of  worldwide,  what  we 
are  basically  seeing  as  significant  job  restriction  in  all  mature 
economies,  and  the  hope  is  that  by  getting  the  deficit  under  control 
and  retraining  our  work  force,  we  are  going  to  do  it. 

But  the  experience  of  unemployment  rates  in  Germany  and  in 
Japan  suggest  very  strongly  that  the  fundamental  changes  going 
on  in  these  economies  are  still  an  unknown  factor.  Something  has 
to  be  done  and  we  credit  the  President  for  trying  to  do  something 
with  honest  budget  figures  for  the  first  time  in  12  years,  and  1 
think  that  is  very  important.  At  least  we  will  all  be  starting  using 
the  same  and  realistic  assumptions. 

Mr.  HoAGLAND.  And  let  me  second  that,  and  I  am  delighted  you 
brought  it  up,  this  issue  of  honesty  in  budgeting  is  so  important, 
and  this  issue  of  long-term  job  development.  But  the  bottom  line 
is  that  the  President  has  put  together  a  short-term  and  a  long-term 
coherent  package  that  has  to  be  seen  as  a  whole.  This  is  part  of 
it. 

You  know,  we  can  always  find  excuses  not  to  provide  unemploy- 
ment insurance  for  the  most  vulnerable  people  in  our  society,  and 
every  time  this  issue  has  come  up,  the  minority  has  found  reasons 
not  to  give  benefits  to  people  who  are  now  in  the  process  of  losing 
their  jobs  because  of  this  recession  that  has  been  created  by  ill-ad- 
vised policies  over  the  last  12  years. 

The  point  is  we  need  to  go  forward,  and  the  point  is  we  need  to 
pull  the  country  together,  we  need  to  make  a  whole  series  of  tough 
decisions,  we  need  to  set  partisan  considerations  aside,  we  need  to 
stop  the  gridlock,  we  need  to  do  what  is  best  for  the  country.  This 
is  part  of  that  package,  I  intend  to  support  it,  and  I  am  delighted 
that  those  of  you  who  were  here  today  supporting  it  are  doing  what 
you  are  doing. 

Thank  you,  Mr.  Chairman.  I  have  no  further  comments. 

Mr.  KOPETSKI.  Thank  you,  Mr.  Hoagland. 

Our  time  is  almost  up  and  I  have  just  a  couple  of  questions.  Mr. 
Cunningham,  I  especially  appreciated  your  remarks  concerning 
some  of  the  excellent  points  you  made  regarding  reform  that  is 
needed  in  the  UI  system  and  the  need  to  change  the  UI  system  to 
address  the  needs  of  those  who  are  suffering,  because  they  are  dis- 
placed workers  or  the  long-term  unemployed.  Mr.  Reich  really 
highlighted  that  in  his  testimony. 

I  know  in  Oregon,  for  example,  we  have  the  unemployed  timber 
workers,  because  of  some  of  the  environmental  issues  and  also  be- 
cause of  the  technology  which  Mr.  Soroka  is  talking  about,  how  we 
are  seeing  these  kinds  of  technological  changes  are  displacing 
workers  in  our  society.  It  is  not  just  the  aerospace  workers  down 
in  Southern  California. 

I  look  forward  to  working  with  you  on  these  kinds  of  new  looks. 
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Mr.  Cunningham.  It  is  vitally  important  to  remember,  Mr. 
Kopetski,  that  the  total  unemployment  rate  discounts  people  who 
have  stopped  looking,  the  real  dislocated  workers.  When  the  polls 
go  out,  when  the  surveys  go  out,  if  you  don't  answer  you  are  look- 
ing for  a  job,  because  you  are  so  depressed  because  you  have  been 
looking  for  2  years,  you  are  not  counted,  so  the  total  unemplovment 
rate  does  not  reflect  workers  that  have  been  basically  stopped  look- 
ing because  there  are  no  jobs  available. 

Mr.  Kopetski.  Well,  there  is  another  category,  too.  We  are  only 
talking  about  workers  who  are  covered  under  the  system,  and  it  is 
my  understanding  that  is  really  65  percent  of  the  workers  in  soci- 
ety, so  there  is  another  35  percent  who  are  just  out  there  unem- 
ployed looking  for  work  and  they  are  on  the  social  service  progprams 
is  what  is  happening. 

Ms.  Mitchell,  I  want  to  turn  to  you  just  briefly  on  this  very  fact. 
What  is  the  legal  definition  in  your  mind  of  somebody  unemployed 
under  the  current  system? 

Ms.  Mitchell.  The  legal  definition? 

Mr.  Kopetski.  Yes. 

Ms.  Mitchell.  I  would  say  that  it  is  someone  who  has  lost  their 
job  and  is  actively  looking  for  another  job  and  is  not  necessarily  in 
transition.  As  a  professional  economist,  you  will  know  that  there  is 
some  level  of  unemplojmtient  that  is  actually  considered  to  be  the 
natural  rate  or  frictional  unemplovment  that  I  believe  your  col- 
league. Representative  Johnson,  refers  to,  of  between  3  and  5  per- 
cent. But  it  is  true  that  there  is  down-sizing  and  not 

Mr.  Kopetski.  So  these  people  are  looking  for  work,  they  are 
able  to  work,  they  are  out  there  every  day  looking  for  work,  and 
there  is  no  job  for  them.  Is  that  the  legal  definition? 

Ms.  Mitchell.  I  don't  know  what  the  actual  legal  definition  is. 
But  I  believe  the  functional  definition  is  as  I  described. 

Mr.  Kopetski.  Working  in  this  area,  I  can  assure  you  that  is 
pretty  much  what  it  is.  What  happens  to  them  when  they  go  off 
the  system,  when  their  benefits  run  out? 

Ms.  Mitchell.  Well,  I  would  say  that  what  you  are  really  not 
getting  at  is  the 

Mr.  Kopetski.  No,  I  would  like  you  to  answer  my  question.  That 
is  how  this  system  works. 

Ms.  Mitchell.  What  happens  to  them  when  they  go  off  benefits? 

Mr.  Kopetski.  Right,  they  run  out  of  benefits,  where  do  they  go 
for  money? 

Ms.  Mitchell.  They  continue  to  seek  employment. 

Mr.  Kopetski.  How  do  they  pay  their  bills?  Where  do  they  get 
the  food  for  their  table  to  eat,  to  feed  their  family,  where  do  they 
go  to  get  that? 

Ms.  Mitchell.  Again,  I  would  argue  that  they  would  need  to 
continue  to  seek  employment. 

Mr.  Kopetski.  No,  no,  no.  Wait.  Someone  nms  out  of  unemploy- 
ment benefits.  They  were  getting  $200  a  week.  What  do  they  do  to 
eat?  Where  do  you  think  they  go? 

Ms.  Mitchell.  If  I  was  going  to  answer  technically,  I  would  say 
there  are  probably  a  myriad  other  Federal  programs  that  provide 
them  actually  with  food  and 
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Mr.  KoPETSKi,  They  go  on  the  welfare  program,  right?  That  is  ex- 
actly what  happens.  The  next  stop  is  the  welfare  department,  Food 
Stamp  coupons,  heating  assistance,  all  of  that  that  we,  the  U.S. 
taxpayer,  have  to  pay  from  our  income  taxes.  That  is  where  thev 
go.  They  don't  magically  disappear  into  a  work  force.  They  are  still 
unemployed,  though  not  legally,  but  their  family  knows  that  there 
is  not  as  much  food  in  the  icebox  as  there  used  to  be.  That  is  what 
we  are  dealing  with  in  this  aspect  of  the  bill. 

Mr.  Richardson,  the  last  question  is  for  you.  You  have  heard  a 
lot  of  talk  about  States  can  do,  can't  do,  $16  billion.  You  are  on  the 
front  line.  You  represent  the  programs  that  are  administered  by 
the  State.  Can  they  tap  into  this  $16  billion  or  not? 

Mr.  Richardson.  Seven  States  are  already  or  projected  to  borrow 
from  the  Federal  Treasury  to  pay  unemployment  compensation 
benefits  in  fiscal  year  1993. 

Mr.  KoPETSKi.  What  do  you  mean  by  borrow? 

Mr.  Richardson.  They  have  drawn  down  their  State  unemploy- 
ment trust  ftmd  to  zero  and  they  are  bringing  money  in  from  the 
Federal  unemployment  trust  fund  to  pay  benefits.  If  they  don't  pay 
them  back  within  the  calendar  year  in  which  they  borrow,  they 
have  to  pay  interest  on  that  loan. 

Mr.  KOPETSKI.  Employers  pay  this  back,  is  that  what  we  are 
talking  about? 

Mr.  Richardson.  Yes,  because  ultimately  what  happens  is  the 
offset  tax  credit  against  the  Federal  unemplojrment  tax  increases. 
In  West  Virginia,  this  became  such  a  burden  that  we  sold  bonds 
and  financed  it  with  an  employee  assessment,  an  employee  assess- 
ment that  is  completely  contrary  to  the  underlying  theory  of  this 
program. 

Mr.  KOPETSKI.  So  some  States  are  going  to  have  to  borrow 
money,  some. 

Mr.  Richardson.  Absolutely. 

Mr.  KoPETSKi.  And  some,  will  there  be  any  effect  on  them  at  all? 
Is  there  a  problem? 

Mr.  Richardson.  There  are  obviously  States  in  this  country  that 
have  very  low  unemployment  rates,  and  those  are  more  likely  the 
States  that  have  high  trust  fund  balances.  In  our  State,  if  we  are 
being  counted  as  part  of  the  surplus,  I  assure  you  that  the  $130 
million  or  so  that  is  in  the  trust  fimd  in  West  Virrinia  today  is  not 
a  surplus.  That  is  cash  flow  to  pay  unemployment  oenefits. 

Mr.  KOPETSKI.  Mr.  Richardson,  you  had  the  last  word. 

Thank  you  all  very  much  for  your  testimony.  If  you  have  addi- 
tional statements,  you  can  put  those  in  the  record.  We  will  accept 
them,  of  course. 

I  remind  the  committee  that  the  fiill  committee  meets  at  1:30, 
and  with  respective  caucuses  at  1  o'clock. 

[Whereupon,  at  12:14  p.m.,  the  hearing  was  adjourned.] 

[Submissions  for  the  record  follow:] 
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Written  Testimony  Subnnitted  from 
Linda  Marie  Bissenger,  Unemployed  Worker 

BETWEEN  A  ROCK  AND  A  HARD  PLACE 

My  road  to  disaster  began  in  April  1991  when  I  left  for  Maternity 
Leave  at  eight  months  pregnant  from  my  job  as  an  Assistant 
Manager  from  Consumers  Distributing  Company.   What  began  as 
a  joyous  new  beginning  has  turned  into  a  journey  through  hell. 

In  June  of  1991,  I  was  willing  and  able  to  return  to  work. 
I  interviewed  for  a  position  with  Consumers  that  paid  far  less 
than  the  $10.41  per  hour  that  I  was  earning  at  the  time  of  my 
pregnancy,  but  the  hours  that  were  to  come  with  the  job  were 
more  suitable  to  the  mother  of  an  infant  child,  so  I  aggressively 
pursued  the  position.   At  the  interview  however,  I  was  informed 
that  not  only  was  I  being  offered  a  position  that  paid  almost 
three  dollars  per  hour  less,  but  I  also  would  be  expected  to 
work  shift  work,  including  weekends.   As  a  single  parent,  this 
was  an  unacceptable  option. 

As  a  result  of  these  occurrences,  I  applied  for  unemployment 
compensation,  and  was  denied  benefits.   As  has  been  the  case 
throughout  my  ordeal,  I  had  to  fight.   I  appealed  the  decision 
of  the  unemployment  agency,  and  won.   During  the  fifty  two  weeks 
I  was  receiving  benefits,  I  was  pounding  the  pavements, 
relentlessly  pursuing  a  decent  wage  job  that  would  pay  me  a 
salary  that  would  allow  me  the  privilege  of  feeding  my  four 
children  and  keeping  a  roof  over  their  heads.   I  found  this 
process  to  be  incredibly  frustrating,  exhausting,  and  very 
degrading . 

In  the  end,  all  of  my  savings  and  funds  ran  out,  and  I  had  to 
humbly  take  a  position  as  a  cashier  in  a  store  where  I  worked 
seven  days  a  week  at  $4.50  per  hour  to  put  food  on  the  table. 

Because  of  the  lack  of  a  decent  wage  job,  I  fell  behind  in  my 
mortgage.   My  home  is  now  in  foreclosure.   I  applied  for 
HOMEOWNERS  EMERGENCY  MORTGAGE  ASSISTANCE,  and  was  denied  because 
I  lacked  suitable  income.  As  has  been  the  case  for  the  last 
two  years,  I  am  forced  and  willing  to  spend  energy  fighting 
to  appeal  the  decision  of  the  Agency  that  grants  the  assistance, 
as  well  as  continue  to  seek  employment  that  would  allow  me  to 
exist  in  a  society  that  seemingly  has  little  compassion  or 
options  for  those  of  us  v.'ho  have  lost  our  jobs. 

I  have  been  seeking  a  decent  wage  job  for  almost  two  years  now. 
I  still  have  not  found  one,  but  I  do  have  prospects  for  a  decent 
paying  job.   I  do  not  however  have  any  guarantees.  I  lay  awake 
at  night,  projecting  the  conversation  that  I  may  have  to  have 
with  my  children  that  would  explain  to  them  why  we  have  lost 
our  home.   I  cry  when  I  think  of  the  loss  of  our  way  of  life. 
I  do  not  want  to  lose  my  home.  I  am  very  angry,  hurt  and  afraid. 
I  still  have  hope,  but  hope  will  not  let  me  keep  our  home. 
Do  you  have  any  answers  for  my  children  and  me?   WE  ARE  BETWEEN 
A  ROCK  AND  A  HARD  PLACE. 
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To:        Ms.  Janice  Mays,  Chief  Counsel  and  Staff  Director, 
Committee  on  Ways  and  Means,  U.S.  House  of 
Representatives,  1102  Longworth  House  Office  Bldg. 
Washington,  D.C.   20515 

From:      William  Boyce  Hudgins,  27-B  Lambourne  Rd.,  Towson, 
Maryland   21204   Tel.  (410)  825-1305 

Subject:   Statement  for  inclusion  into  the  Congressional  Record 
Regarding  the  Deletion  of  any  language  precluding 
extension  of  Unemployment  Compensation  to  those  who 
have  been  penalized  by  state  regulation  during  the 
initial  (regular)  26  week  program. 

Date:      February  16,  1993 

During  the  first  60  days  of  my  26  week  benefit  period  I  took 
a  job  with  a  company  in  Westminister,  Maryland.   Through  no 
fault  of  my  own  I  became  so  sick  that  I  was  advised  by  my  doctor 
not  to  return  to  work.   Subsequently  I  was  penalized  by  the 
Maryland  Unemployment  Compensation  system  by  the  delay  of  the 
recommencing  of  benefits  for  a  period  of  four  weeks.   I  did 
not  appeal  this  decision  because  the  system  assured  me  that 
this  was  my  only  penalty,  and  seemed  understanding,  of  my 
particular  facts  by:  "imposing  only  the  Minimum  Penalty" 

I  am  now  advised  that  the  tenants  of  the  current  emergency 
unemployment  compensation  entension  require  that  the  eligibility 
for  extended  benefits  is  limited  to  claimants  who  have  not  been 
administratively  penalized  duing  the  initial  claim. 

My  hardwon  experience  shows  that  the  present  statutary  scheme 
works  an  unwarranted  hardship  on  those  who  seek  to  obtain  an 
extension  of  their  benefits  beyond  the  initial  claim,  and  that 
consistent  with  this  experience,  this  honorable  committee  should 
delete  any  language  having  the  effect  of  precluding  the 
unemployment  compensation  claimant  wfio  has  already  suffered 
an  administrative  penalty  during  the  initial  claim. 

In  this  request  I  have  the  forthright  agreement  of  Mr.  Allen 
Berman  who  is  the  Assistant  Director  of  the  Unemployment 
Insurance  Department  for  the  State  of  Maryland,  who  wishes 
thatthe  current  extension  did  not  have  this  language  in  it  and 
it  was  his  hope  that  if  an  extension  is  passed,   it  should  not 
contain  this  provision. 

I  hope  that  this  statement  will  result  in  the  passage  of  an 
emergency  extension  without  the  inclusion  of  any  such  impediment. 
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NEW  YORK  UNEMPLOYED  COMMITTEE 

BOX  lOX  BROOKLYN  NY  IIU7 

FEBRUARY  18,  1993 

CONTACT:  KEITH  BROOKS  718-858-2781 

STATEMENT  OF  NEW  YORK  UNEMPLOYED  COMMITTEE  AT 

FEB.  18TH  HOUSE  WAYS  AND  MEANS  COMMITTEE  HEARING  ON 

PRESIDENT  CLINTON'S  PROPOSED 

UNEMPLOYMENT  BENEFIT  EXTENSION 

CLINTON'S  PROPOSED  UNEMPLOYMENT 

BENEFIT  EXTENSION 
EXCLUDES  THOSE  WHO  NEED  IT  MOST- 
EXTEND  BENEFITS  FOR  ALL  WHO  NEED  IT 

We  are  a  delegation  of  jobless  workers  from  New  York  here  today  to 
represent  all  those  who  would  be  EXCLUDED  from  receiving  further  weeks 
of  unemployment  benefits  under  President  Clinton's  current  proposal  to 
extend  benefits.  Clinton's  proposal  would  only  provide  additional  weeks  of 
benefits  for  those  exhausting  their  first  26  weeks  of  benefits,  excluding 
those  who  have  either  exhausted  all  unemployment  benefits  or  currently 
receiving  extended  benefits. 

We  are  here  today  to  urge  an  amendment  for  a  "reach-back"  provision  to 
the  current  proposal  that  would  include  the  1.7  million  people  nationwide 
currently  on  the  extension,  as  well  as  another  1.5  million  who  have 
exhausted  all  available  benefits  since  May  1992.  Clinton's  proposal  would 
not  provide  further  benefits  to  either  group,  LEAVING  OUT  IN  THE  COLD 
THOSE  WHO  NEED  IT  THE  MOST.  In  particular,  we  call  on  New  York 
Senator  Daniel  Moynihan  to  introduce  such  a  "reach-back"  amendment 
when  the  legislation  goes  to  the  Finance  Committee,  which  Moynihan 
chairs. 

We  also  protest  the  denial  of  our  request  to  give  public  testimony  to  the 
Ways  and  Means  Committee  today,  especially  since  New  York  is  the  state 
most  affected  by  Clinton's  proposal.  This  is  the  first  time  the  New  York 
Unemployed  Committee  has  been  prevented  from  testifying  in  almost  a 
dozen  hearings  before  the  Ways  and  Means  Committee  over  the  last  two 
years. 

Over  200.000  New  Yorkers  have  exhausted  all  benefits  since  July  1992  and 
another  175,000  currently  receive  extended  benefits;  both  figures  are  the 
largest  in  the  country.  New  York  City,  with  its  record  high  13.4% 
unemployment  rate,  accounts  for  125,000  of  those  exhaustees,  larger 
than  every  state  but  a  few.  Contrary  to  the  facile  assumption  that  we  will 
go  straight  from  the  unemployment  line  to  welfare,  many  of  us  find 
ourselves  in  a  "no-mans  land"  without  a  job  or  income  and  unable  to  qualify 
for  public  assistance-until  we  are  totally  DESTITUTE. 

CLINTON'S  PROPOSAL  OFFERS  NOTHING  to  those  who  have  used  up  all 
available  benefits  or  those  currently  receiving  extended  benefits  through  the 
Emergency  Unemployment  Compensation  (EUC)  program.  With  IBM,  Sears, 
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oeing,  GM  and  others  announcing  huge  layoffs,  it  is  politically 
.iconceivable  that  Clinton  would  not  renew  the  extension  at  least  for  those 
exhausting  their  first  26  weeks  of  benefits.  GEORGE  BUSH  WOULD  HAVE 
HAD  TO  DO  THE  SAME. 

In  announcing  his  proposal,  President  Clinton  coupled  the  extension  with 
a  desire  to  help  the  "permanently  dislocated"  worker  with  job  training  and 
counseling.  If  he  really  wants  to  help  the  'permanently  dislocated  worker", 
the  first  place  to  begin  is  to  provide  another  benefit  extension  until  we 
find  jobs.  Otherwise,  it  is  just  empty  rhetoric. 

We  feel  betrayed,  and  it  is  especially  revealing  that  with  all  the  rhetoric  of 
concern  we  have  heard  at  this  hearing,  not  a  single  member,  Democrat  or 
Republican,  of  the  Ways  and  Means  Committee  even  questioned  the 
administration  as  to  why  a  "reach-back"  provision  was  not  part  of  the 
proposal-even  when  Labor  Secretary  Reich  himself  raised  the  issue  by 
offering  in  his  testimony  that  the  proposal  did  not  include  such  a  reach-back 
provision.  THE  SILENCE  FROM  OUR  ELECTED  REPRESENTATIVES  WAS 
DEAFENING.  Instead,  the  debate  has  focused  on  a  contrived  issue  of  how 
to  finance  the  administration's  proposal.  Clearly,  there  is  a  bi-partisan 
consensus  to  ignore,  to  not  mention,  to  exclude  from  the  discussion,  those 
who  need  the  extension  the  most.  You  can  try  to  ignore  us-but  we  will 
not  go  away. 

The  additional  few  billion  dollars  that  would  be  required  to  provide  such  a 
reach-back  provision  would  not  have  a  significant  impact  on  the 
administration's  overall  deficit  reduction  plan-but  it  could  mean  economic 
survival  for  millions.  There  is  also  $3.5  billion  dollars  still  in  the  fund  used 
to  finance  the  current  extension-why  could  not  there  be  some  combination 
of  deficit  and  pay-as-you-go  financing  to  provide  more  weeks  of  benefits  for 
those  who  need  it  the  most?  And  if  job  creation  does  pick  up,  as  some 
predict  and  we  all  hope,  fewer  people  would  use  the  extension-but  it  would 
at  least  be  available  to  hard  hit  areas  like  New  York  and  California. 

And  to  those  who  claim  that  providing  more  than  52  weeks  of 
unemployment  benefits  is  a  "dis-incentive"  to  work,  the  entire  unemployment 
insurance  system  can  be  considered  a  "dis-incentive"  to  work,  and  in  fact 
part  of  its  purpose  is  to  buy  time  to  find  jobs  at  comparable  pay  to  our  last 
job-instead  of  being  driven  back  to  work  at  pay  1/3  or  1/2  of  our  former 
pay.  It  is  an  insult  to  the  workers  of  this  country,  with  perhaps  the  strongest 
"work  ethic"  in  the  world  to  claim  we  would  rather  be  unemployed  than 
working.  And  we  challenge  you  to  come  to  New  York  City,  and  show  us 
the  jobs  we  would  be  "dis-incentived"  from. 

The  administration  has  chosen  to  designate  their  extension  proposal  an 
emergency  budget  item.  If  the  Taystee  bakery  workers  from  Queens  New 
York,  the  shipyard  worker  from  Philadelphia,  the  office  manager  from  New 
York  all  now  exhausting  their  last  unemployment  checks  do  not  qualify  as 
a  national  emergency,  as  a  crisis  deserving  of  special  measures  by  our 
government,  then  what  does?  The  bottom  line  here  is  priorities,  not 
finances,  as  is  demonstrated  every  time  every  time  the  government  finds 
funds  without  blinl<ing  an  eye  whenever  some  international  or  national  crisis 
arises,  whether  it  be  Hurricane  Andrew,  the  S&L  bailout,  or  bombing  Iraq. 

We  are  also  here  to  express  our  concern  about  a  number  of  other  related 
issues-such  as  the  inadequacy  of  Clinton's  proposed  jobs  program,  which 
narrowly  focuses  on  infrastructure  jobs,  and  does  not  target  either  the  long 
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term  unemployed,  nor  the  depression  level  14%  unemployment  rate  in  the 
Black  community.  The  campaign  promise  of  2  million  jobs  a  year  has  been 
reduced  to  a  microscopic  250-500,000  jobs  over  two  years--nof  even 
enough  to  make  a  statistically  significant  impact  on  the  unemployment 
rate. 

And  in  a  few  weeks,  many  unemployed  will  have  to  pay  taxes  on  our 
unemployment  benefits  when  we  cannot  even  pay  our  rent,  mortgage,  or 
medical  bills.  The  delegation  of  homeless  people  brought  here  today  by 
Reverend  Timothy  Mitchell  of  Ebenezer  Baptist  church  in  New  York  is  a 
testament  to  what  the  consequences  are  for  more  and  more  people.  We  are 
the  wrong  people  to  be  taxed.  We  want  President  Clinton  to  remove  the 
taxation  of  unemployment  benefits,  a  policy  initiated  under  President  Carter. 
And  we  need  immediate  measures  to  guarantee  access  to  health  care  for 
all. 

We  would  also  like  to  take  this  opportunity  to  offer  some  suggestions  to  the 
Labor  Department: 

1 .  Change  the  inexplicable  policy  of  excluding  discouraged  workers 
from  the  main  unemployment  rate  reported  to  the  public  every  month.  The 
unemployment  rate  has  fallen  3  times  in  the  last  five  months  not  because 
of  increased  employment  but  because  the  number  of  discouraged  workers 
has  leaped  from  1.1  million  to  1 .8  million.  Recent  proposals  to  change  how 
the  national  unemployment  rate  is  calculated  would  evidently  continue  this 
policy. 

2.  The  technology  exists  to  establish  a  nationwide  computerized  job 
bank,  listing  all  available  jobs  throughout  the  country.  Perhaps  the 
reluctance  to  do  so  stems  from  the  fear  that  it  would  reveal  the  great 
disproportion  between  job-seekers  and  jobs  available.  One  recent  study 
showed  that  the  ratio  of  jobs  to  job-seekers  in  New  York  City  was  one 
opening  for  every  9  yob  seekers. 

3.  Do  a  tracking  survey  of  those  who  have  been  left  out  in  the  cold  by  the 
administration's  proposal,  to  see  how  long  people  go  without  a  job  after 
exhausting  all  benefits,  and  what  happens  to  them. 

4.  The  New  York  Unemployed  Committee  recently  published  a  pocket  sized, 
32  page  pamphlet,  written  in  plain  language,  entitled  "Unemployed?  What 
You  Should  Know  About  Services  and  Programs  Available  to  the 
Jobless"  to  fill  what  we  knew  was  a  need  among  unemployed  people  for 
centralized  and  accessible  eligibility  information  and  phone  numbers  and 
addresses  of  major  social  service  programs  like  food  stamps,  help  with 
heating  and  utility  bills,  health  care  facilities,  etc.  Despite  relatively  little 
publicity,  we  have  been  ovenwhelmed  by  the  demand  for  this  information, 
receiving  over  3500  requests  by  mail.  Another  12,000  copies  have  been 
directly  distributed  at  unemployment  offices  throughout  the  New  York  area, 
and  we  are  about  to  do  a  second  printing.  The  Department  of  Labor 
should  make  sure  that  such  a  comparable  "survival  guide"  guide  is 
available  in  every  unemployment  office  in  the  country. 

Finally,  we  would  like  to  ask  a  question  that  we  would  like  to  get  an 

answer  to.  If  the  Clinton  administration  is  not  going  to  provide  more  weeks 
of  unemployment  benefits  for  those  excluded  by  their  proposal,  nor  give 
extiaustees  priority  in  a  substantial  jobs  program,  and  if  our  elected 
representatives  are  not  going  to  fight  the  administration  on  this  point,  and 
if  most  of  us  will  not  be  able  to  get  on  welfare  until  we  are  destitute,  and 
those  who  do  get  public  assistance  still  cannot  survive  on  their  welfare 
grants,  WHAT  WOULD  YOU  SUGGEST  WE  DO? 
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statement  of  Peggie  T.  Quirk, 

Member,  Board  of  Directors 

PHILADELPHIA  UNEMPLOYMENT  PROJECT 

116  South  Seventh  Street,  Suite  610 
Philadelphia.  PA  19106 

Good  morning  Mr.  Chairman  and  members  of  this  committee.  Since 
this  is  my  third  time  in  three  years  that  I  am  submitting  testimony 
to  Congress,  I  am  compelled  to  say  that  I,  along  with  millions  of 
other  unemployed  American  citizens,  certainly  look  forward  to  the 
day  that  this  ongoing,  continual,  neverending  nightmare  will 
FINALLY  come  to  an  end.  Please  keep  in  perspective  ladies  and 
gentlemen,  that  YOU  ARE  RESPONSIBLE  to  our  country  as  well  as  to 
the  people  who  elected  you  into  the  position  that  you  hold.  So  I 
strongly  urge  you  to  see  to  it  that,  EXACTLY  what  will  occur  is  an 
END,  A  FINAL  END  to  the  joblessness  and  horrendous  unemployment 
situation  in  this  the  GREATEST  country  in  the  world  THE  UNITED 
STATES  OF  AMERICA! 

My  name  is  Peggie  T.  Quirk,  I  am  one  of  the  directors  on  the 
board  of  the  Philadelphia  Unemployment  Project,  (a.k.a.  PUP).  A 
good  percentage  of  our  new  Congress  have  something  in  common  with 
me,  we  have  both  been  nominated  and  elected  into  serving  a  new 
term.  However,  that  is  where  the  similarities  end,  for  you  see  you 
are  being  paid  for  the  title  that  you  have  won,  and  I  am 
VOLUNTARILY  committed  to  succeed  in  accomplishing  JUSTICE  AND 
DIGNITY  FOR  ALL  of  the  unemployed  citizens  in  our  country. 

On  September  6,  1991  I  testified  before  the  Joint  Economic 
Committee,  which  is  chaired  by  the  illustrious  and  distinguished 
Senator  from  Maryl?.nd  Paul  S.  Sarbanes,  more  about  this  Senator 
later.  On  April  30,1992  I  testified  before  the  Ways  and  Means  sub- 
committee on  Human  Resources,  which  was  presided  over  by  the  acting 
chairman  and  former  Congressman  from  Long  Island  Thomas  Downey. 
For  the  record,  where  ever  you  are  Mr.  Downey,  you  are  sorely 
missed,  and  we  pray  that  one  day  soon,  very  soon  you  will  once 
again  be  working  on  the  Hill.  Due  to  time,  I  will  not  repeat  my 
previous  history,  and  testimony  to  these  committees,  although  I'd 
like  to  suggest  that  you  pull  from  the  Congressional  archives 
Serial  #102  to  #353  (J.E.C.),  and  Serial  #102  to  #119  from  the  sub- 
committee of  Human  Resources.  For  as  we  all  know,  the  more  facts 
that  we  acquire, only  then  are  we  better  able  to  render  a  decision. 

On  July  4,  1992  my  Extended  Unemployment  Compensation  (E.U.C.) 
expired.  I  was  into  my  2  2nd  month  of  unemployment,  and  am  proof 
positive  of  the  words  "LIVING  NIGHTMARE"!  During  these  22  months 
I  lost  home,  my  R  1  credit  rating,  and  then  was  forced  into  the 
Welfare  system.  I  had  some  very  urgent  medical  emergency's  bought 
on  by  the  stress  of  THIS  nightmare.  I  was  tested  for  breast, 
ovarian,  and  intestinal  cancer,  and  then  underwent  two  operations. 
I  thank  the  Lord,  my  GOD  in  prayer  everyday,  that  the  results  were 
all  benign!  Two  weeks  after  losing  my  E.U.C,  on  July  20,  1993  God 
blessed  and  saved  me  by  sending  me  employment.  In  all  honesty, 
by  this  time  I  thought  I  may  have  forgotten  HOW  TO  WORK! 

I  was  hired  as  a  receptionist,  and  within  two  weeks  worked  my 
way  into  the  Administrative  Assistant  position,  becoming  the  right 
arm  to  my  employer  who  is  the  President  and  Owner.  This  was  a 
brand  new  business  venture,  in  a  full  service  professional  salon. 
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Unfortunately,  when  it  opened  in  July  '92  it  had  everyone  of  our 
country's  economic  factors  completely  against  it.  Also,  because 
it  was  a  new  business,  my  employer  could  not  afford  to  pay  me  what 
I  am  worth,  so  I  only  took  home  $200.00  dollars  a  week.  Please,  do 
not  misconstrue  the  previous  statement,  for  it  is  NOT  a  complaint, 
I  was  very  thankful  to  finally  have  found  employmrr.*- .  The  reality 
"though  of  bringing  home  $800.00  dollars  a  month,  comparable  to 
bills  totaling  $1100.00  dollars,  gives  you  an  idea  of  the  pressure 
I  was  still,  due  to  circumstances  beyond  my  control,  forced  to 
endure  and  live  under.  Part  of  the  responsibilities  at  my  job  was 
the  bookkeeping,  and  I  could  see  the  writing  on  the  wall  as  each 
month  went  by.  On  January  4,1993  six  months  later,  and  a  Birthday 
that  I  won't  forget  anytime  soon,  I  was  LAID-OFF.  My  employer  and 
I  both  cried,  for  we  have  become  very  close  friends.  She  is  a 
wonderful  human  being,  proof  of  that  is  the  fact  that  she  paid  me 
for  the  entire  month  of  January.  Nonetheless,  the  lay-off  occur, 
and  as  I  set  before  you  now,  not  only  have  I  not  found  employment, 
I  have  had  no  other  income,  and  am  ineligible  for  unemployment 
compensation.  I  only  worked  two  quarters,  instead  of  three,  which 
is  necessary  in  order  to  open  a  new  unemployment  claim.  I  have  been 
living  on  $7.50  stipend,  which  is  allocated  to  each  volunteer 
member  within  in  our  organization  (P.U.P.)  for  4  hours  of  services, 
and  I  am  not  able  to  go  to  my  organization  everyday  because  I  am 
interviewing  for  employment  whenever  possible.  On  February  21,1993 
my  rent  will  be  due  which  is  $375.00  dollars,  and  I  don't  even  have 
$3.75.  That  is  why  I  am  here  once  again  to  strongly  urge,  that 
when  you  formulate  this  next  extension  for  Unemployment 
Compensation  IT  MUST  HAVE  AND  INCLUDE  A  REACHBACK  TO  JULY  4,1993. 
I  do  NOT  ask  this  of  you,  just  for  myself,  but  I  request  you  also 
HELP  ALL  of  the  million  hardworking,  taxpaying  unemployed  citizens 
in  our  VERY  OWN  COUNTRY!  The  members  of  this  committee  MUST 
realize  that  time  is  of  the  essence  for  the  victims  of  this  jobless 
recession! 

If  the  previous  Congress  could  pass  within  hours,  legislation 
which  generated  BILLIONS  OF  DOLLARS  when  we  entered  the  Persian 
Gulf  War  where  tens  of  thousands  of  people  were  killed,  then 
CERTAINLY  the  new  Congress  can  immediately  pass  new  legislation 
that  would  SAVE  and  HELP  millions  of  unemployed  citizens  in 
America! 

Earlier  in  this  testimony,  I  alluded  to  Senator  Paul  S. 
Sarbanes,  who  really  shuns  publicity.  Nevertheless,  on  his  behalf 
I'd  like  to  say,  that  if  we  had  more  Paul  S.  Sarbanes  on  the  Hill, 
the  unemployment  situation  would  have  ended  a  VERY  LONG  TIME  AGO! 
He  is  infamously  known  as  "The  Senator  with  the  CHARTS",  and  I 
personally  Thank  God  everytime  the  Senator  produces  a  new  one! 
Senator  Sarbanes  political  record  speaks  for  itself,  and  he  is 
certainly  testimony  to  the  real  true  meaning  of  the  words  "PUBLIC 
SERVANT".  My  own  personal  friends  would  be  the  first  to  tell  you 
that  I  am  NOT  easily  impressed,  and  assuredly  a  skeptic  at  heart. 
However,  the  compassion,  understanding,  and  DIRECT  immediate  action 
of  Senator  Sarbanes  has  changed  my  skepticism  into  admiration  and 
respect.  This  Senator  has  been  a  leader  in  the  Senate  for  Justice 
and  Dignity  of  ALL  the  unemployed,  and  has  been  the  champion  of  our 
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most  urgent  concerns.  Even  as  I  speak,  he  is  more  than  likely 
formulating  an  immediate  response  and  solution  once  again  for  the 
discouraged,  disgusted,  and  frustrated  unemployed  in  our  country. 
If  I  may,  I'd  like  to  make  a  suggestion  to  all  the  members  of  this 
committee  contact  Senator  Paul  S.  Sarbanes,  and  LEARN! 

There  is  another  one  of  your  colleagues  you  might  also  want 
to  get  in  touch  with,  the  honorable  Douglas  Applegate  from  Ohio. 
Congressman  Applegate  had  the  ingenuity  to  sponsor  legislation 
H  R  106,  this  bill  when  passed  will  FINALLY  exclude  form  taxable 
income  any  regular  or  extended  unemployment  benefits  received  by 
an  individual.  I  urge  ALL  of  the  Congress  to  support,  and  ALL  of 
the  members  of  the  House  to  co-sponsor  this  legislation,  which 
should  never  have  been  passed  in  the  first  place, (1986  Tax  Act)  let 
alone  continued  into  1993. 

In  closing,  when  I  was  a  little  girl,  my  Daddy  and 
PopPop, devout  Irish  Catholics  like  myself,  taught  me  a  prayer.  I 
share  it  with  you  today.  "God  grant  me  the  serenity,  to  accept  the 
things  that  I  cannot  change.  The  courage,  to  change  the  things 
that  I  can,  and  the  Wisdom,  to  know  the  difference".  Maybe  if  we 
all  said  that  prayer  on  a  daily  basis,  the  wheels  of  justice  would 
spin  expeditiously,  and  this  horrible  NIGHTMARE  would  be  rectified 
immediately.  We  thank  all  of  you  for  your  time  and  consideration 
to  this  most  urgent  and  serious  matter.  We  look  forward,  not  only 
to  your  questions,  but  also  your  answers  to  OURS! 

May  God  bless  each  and  everyone  of  you,  and  especially  our  new 
President  Bill  Clinton  and  his  family.  For  the  FIRST  time  in 
twelve  years,  and  most  certainly  the  past  two,  I  can  FINALLY  see 
a  flicker  of  light  at  the  end  of  that  tunnel. 


THANK  YOO 
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FEBRUARY  18,  1993 


Dear  Members  of  the  Ways  and  Means  Committee: 

I  am  a  24  year  old,  unemployed  Democratic  Committeeworaan 
from  Harrington,  New  Jersey.   I  have  not  had  a  steady  job  since 
February  of  1991.   I  am  also  a  member  of  the  Jersey  Unemployment 
Project,  which  is  a  non-profit  organization  to  help  people  find 
work  and  to  persuade  local  and  federal  governments  to  pass  positive 
labor  legislation. 

I  am  here  in  Washington,  D.C.  to  inform  you  that  there  are 
many  people,  including  myself,  who  desperately  need  help  in  finding 
permanent  employment.   Nowadays,  jobs  are  scarce.   Companies  are 
taking  advantage  of  bad  economic  times,  knowing  that  people  are 
desperate  for  jobs.   Many  companies  lay-off  people  and  replace 
them  with  employees  that  are  willing  to  work  for  extremely  low  wages. 
Also,  many  companies  are  purposely  hiring  only  part-time  employees 
to  avoid  paying  full-time  benefits  such  as  health  insurance, 
vacation  time  and  sick  days.   With  the  increasing  number  of 
individuals  being  layed-off,  the  job  market  is  extremely  competitive. 
It  is  almost  quite  impossible  to  find  a  job. 

The  unemploym.ent  statistics  that  are  coming  from  the  Department 
of  Labor  are  very  misleading.   The  reason  that  the  total  number 
of  unemployment  compensation  claims  has  dropped  slightly  is  not 
because  people  are  finding  jobs,  but  people  have  exhausted  all  their 
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benefits  and  no  longer  qualify  to  apply  for  unemployment 
compensation.'  There  is  a  dire  need  for  an  extention  of  benefits 
because  people  are  becoming  poverty-strickened  due  to  the  lack 
of  an  income.   Either  give  an  extention  of  benefits  to  the 
people  or  give  out  jobs. 

Taxation  on  unemployment  benefits  is  ridiculous!   How 
does  the  government  expect  an  individual  to  pay  taxes  on 
unemployment  compensation  when  he/she  does  not  even  have  enough 
money  to  pay  for  food,  clothing  and  shelter?   It  is  my  under- 
standing that  unemployment  compensation  is  an  insurance  for 
people  who  become  unemployed.   The  government  has  already 
taken  money  out  of  our  hard  earned  wages  in  the  form  of 
Unemployment  Insurance.   Why  should  the  government  levy  a  tax  on 
insurance?   Insurance  is  not  a  salary,  wage  or  tip.  In  other 
words,  insurance  is  not  income,  and  should  not  be  taxed  as  such. 

Action  on  the  issue  of  Labor  is  needed  immediately.   It 
should  not  take  a  year  or  more  to  discuss  and  pass  important 
legislation  to  help  people  in  this  country.   Maybe  if  you  were 
to  experience  the  problems  we  are  facing,  you  would  not 
hesitate  to  help. 

Thank-you  for  your  time. 


Sincerely, 

.^-h^ClvllXK^     <^  lAiri'l tXCii, 

BARBARA  L.  ROSSITER 

415  READING  AVENUE 

BARRINGTON,  NJ  08007 

(609)  546-0432 
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